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GENERAL INFORMATION ABOUT GEN-I

FULL COMPANY NAME:

GEN-I, trgovanje in prodaja elektri¢ne energije, d.o.o.

ABBREVIATED COMPANY NAME:

GEN-I, d.o.o.

COMPANY H EADQUARTERS:

CESTA 4. juLljA, 42, SI-8270 KrRSKO, SLOVENIA

EQuiTy:

EUR 8,000,000.00

OWNERSHIP STRUCTURE:

50% GEN ENERGIJA, D.0.0.50% ISTRABENZ GORENJE,
D.0.O.

COMPANY SIZE:

Large company

REGISTRATION NUMBER:

1587714

VAT NUMBER:

71345442

COURT REGISTER ENTRY NUMBER:

1/04524/00; REGISTERED AT THE DisTRICT COURT
of Krko

DATE OF LAST COURT REGISTER ENTRY:

DECEMBER 24TH, 2007

COMPANY’S CORE ACTIVITIES:

Electricity trading Supply of electricity to end-customers

E-MAIL:

info@gen-i.si

WEBSITE:

WWW.gen-i.si

COMPANY MANAGEMENT:

Robert Golob, PhD, President of the Management Board
Martin Novsak, Vice President of the Management Board
Igor Koprivnikar, PhD, Member of the Management Board
Responsible for Trading

Dejan Paravan, PhD, Member of the Management Board
Responsible for Electricity Sales

MANAGEMENT MODEL

Unitary board
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GEN-I, TRGOVANJE IN PRODAJA ELEKTRICNE ENERGIJE, D.O.O.

2008 BUSINESS YEAR. KEY FIGURES

Item fyear 2008 2007 2008/2007
(IN THOUSANDS OF €) (IN THOUSANDS OF €)

Operating revenues 320,887 148,708 2.16
Operating profit or loss 9,044 5,835 1.55
Profit before tax 6,782 3,719 1.82
Net profit or loss in the accounting period 5,216 2,861 1.82
Non-current assets 1,783 860 2.07
Current assets 85,849 37,029 2.32
Assets 87,633 37,889 231
Equity 13,443 10,856 1.24
Liabilities 74,189 27,034 2.74
Total equity and liabilities 87,633 37,889 2.31
Number of employees as of December 31st, 47 30 1.57
2008

Quantity of electricity sold in TWh 4.4 2.6 1.69
Indicator/year 2008 2007
Equity financing rate 15.34% 28.65%
Long-term financing rate 15.39% 28.75%
Operating fixed assets rate 0.90% 1.50%
Acid-test ratio 3.01% 8.87%
Quick ratio 105.22% 108.07%
Current ratio 115.79% 137.16%
Operating efficiency ratio 102.81% 104.09%
Net return on equity ratio 55.61% 38.93%
Revenue profitability ratio 2.09% 2.48%
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GEN-I BUSINESS GROUP

2008 BUSINESS YEAR. KEY FIGURES.

Indicator/year 2008 2007 2008/2007
(IN THOUSANDS OF €) (IN THOUSANDS OF €)

Operating revenues 378,149 153,961 2.46
Operating profit or loss 14,365 6,705 2.14
Profit before tax 12,453 4,622 2.69
Net profit or loss in the accounting period 10,164 3,679 2.76
Non-current assets 895 848 1.06
Current assets 88,212 36,240 2.43
Assets 89,107 37,089 2.40
Equity 18,674 11,676 1.60
Liabilities 70,433 25,412 2.77
Total equity and liabilities 89,107 37,088 2.40
Number of employees as of December 53 32 1.66
31st, 2008

Quantity of electricity sold in TWh 5 2.7 1.85
Indicator/year 2008 2007
Equity financing rate 20.96 % 31.48 %
Long-term financing rate 21.01 % 31.58 %
Operating fixed assets rate 0.88 % 1.54 %
Acid-test ratio 5.80 % 15.65 %
Quick ratio 11219 % 112.37 %
Current ratio 125.24 % 142.81 %
Operating efficiency ratio 106.79 % 104.58 %
Net return on equity ratio 87.78 % 47.15 %
Revenue profitability ratio 3.29% 2.97 %
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GROWTH OF GEN-1'S OPERATING REVENUES IN THE PAST THREE YEARS
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3.7 times higher than its revenues in 2006 and 2.5
2006 2007 2008 times higher than revenues in 2007

0

GEN-1'S FIGURES IN COMPARISON

« At the national level, annual electricity consumption in Slovenia is 13 TWh. In 2008, the GEN-I Group
sold a total of 5 TWh of electricity, of which half (2.5 TWh) was sold in Slovenia.

« The total consumption of all households in Slovenia over a 4-month period is 1 TWh of electricity. The
quantity sold by GEN-I in 2008 (5 TWh) could cover the delivery of electricity to all households in the
country for 20 months.

« The average electricity consumption of a single Slovene household in a 3-month period is 1 MWh. In
2008, the GEN-I Group sold almost 14,000 MWh of electricity a day. This quantity would be enough to
supply electricity to 42,424 Slovene households for a month*.

« In an average hour on an average day, GEN-I sold 568 MWh of electricity, which is enough to cover the
monthly consumption of 1,721 households in Slovenia.

« One factory in the metalworking industry with 400 employees uses 3.5 GWh of electricity each year.
The GEN-I Group sold almost 120 times more electricity in a single month in 2008.

* Calculations are based on data for 780,000 households in Slovenia (source: Statistical Office of the Republic of Slovenia (SURS); 2002

Census Survey) and the average electricity consumption of the average Slovene household, which is approximately 330 kWh/month.
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Energy knows no boundaries,
but it does know interregional risks.
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Providing the right transfer capacities at the right time
means ensuring safer electricity supply.
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1.1
MISSION, VISION, STRATEGY

MISSION:
RESPONSIBLY. WITH KNOWLEDGE. BY
MANAGING RISKS.

By managing risks we take responsibility for elec-
tricity. Our know-how, professional approach, and
creativity help us supply electricity efficiently by ena-
bling production resources to manage risks, and by
providing end-customers with quality delivery servi-
ces and cost-management solutions.

VISION:
STRENGTH OF A BALANCE GROUP

We have been strengthening our position as the se-
cond-largest balance group in the Slovene electricity
market and have been increasing our presence in

regional markets. By constantly improving and com-

bining our competitive advantages, we have been
achieving excellent economies of scale, improving
the reliability of our electricity delivery.

STRATEGY:

INVENTIVE. OPTIMAL. RESPONSIVE.

To ensure the strength of our balance group, which

is based on responsible electricity sales, we:

» Manage and coordinate the balance group and add
new production sources, thereby increasing com-
petition in the Slovene electricity market;

« Use a transparent and fair approach to production
sources within the balance group, helping them
optimize the sale of electricity and manage risks
related to unforeseen production unit outages;

« Continue to reinforce and develop the infrastructu-
re for trading electricity products and cross-border
transfer capacities internationally;

« Offer end-customers advanced and innovative
electricity supply products;

« Rely on a flexible organizational structure, efficient
information support, innovative products, and a
fair approach to our business partners to help us
reinforce our presence in European markets, espe-
cially the less-liquid energy markets of the former
Yugoslavia and other SEE countries;

« Create a working environment that stimulates in-
novation and encourages the professional growth
of our employees.

By constantly combining cutting-edge knowledge
with a flexible and efficient information system and
access to our own production sources, we are able
to effectively manage risks across the entire supply
chain. Our in-depth understanding of the needs of
everyone involved guarantees high responsiveness
and fuels the development of innovative trading
instruments. These approaches together with our
increasingly international operations have enabled
us to achieve greater synergies, further increasing
our reliability.
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1.2

BASIC OVERVIEW OF THE COMPANY AND THE GROUP

GEN-I BUSINESS GROUP:
INTERNATIONAL ADAPTABILITY

THE GEN-1 BUSINESS GROUP IS THE SECOND-LARGEST
BALANCE GROUP IN THE SLOVENE ELECTRICITY
MARKET WITH AN INCREASINGLY STRONG PRESENCE
IN REGIONAL SEE MARKETS.

In addition to the Slovene parent company GEN-I,
trgovanje in prodaja elektri¢ne energije, d.o.o., the
GEN-I Group encompasses subsidiaries and re-
presentative offices outside Slovenia. At the end of
2008, there were seven subsidiaries in the Group
apart from the parent company and its two orga-
nizational units. They operate in the following SEE
countries: Croatia, Serbia, Hungary, Macedonia, Gre-
ece, Bosnia-Herzegovina, and Albania. The Group
also has a trade representative office in Bulgaria. In
all of the above countries, companies must have a
locally registered legal entity as well as local permits
and licenses for electricity trading and supply to

be able to participate in the electricity market. The
GEN-I Group also operates in the German, Austri-
an, Italian, Romanian, Kosovo, and Montenegrin
markets. Altogether, it is present in 15 different
countries.

Subsidiaries within the GEN-I Group are fully owned
by GEN-I, d.o.0. and are engaged in bilateral and
cross-border trading of electricity products and
cross-border capacity rights. Recently, they have star-
ted selling electricity to large business customers in
local markets as well. Although the majority of ope-
rative trading activities are carried out by the parent
company in Slovenia and its trading-oriented organi-
zational unit in Ljubljana, the local presence in indi-
vidual markets enables the Group to gain in-depth
knowledge of market conditions in the wider region.
As a result, the Group’s ability to develop innovative
products and services is significantly improved.

By establishing subsidiaries abroad, GEN-I has been
implementing its strategic focus on SEE countries.

The inclusion of additional electricity sources and

15

consumption units and the resulting synergies
enable the company to provide a more optimized
supply to end-customers abroad and even more so
in Slovenia.

The member of the management board responsible
for trading in the Slovene parent company is also
responsible for the performance of foreign subsidi-
aries, which base their operations on cooperation
with prominent local experts.

COMPANIES OF THE GEN-I GROUP:
A NETWORK OF COMPETENCE

GEN-I, d.0.0., SLOVENIA

GEN-I, d.o.0. is the fastest-growing company in the elec-
tricity trading and sales sector in Slovenia, and has been

penetrating electricity markets in central and SE Europe.

The company’s three main activities include purchase of
electricity from producers, electricity trading, and sale of
electricity to end-customers.

Ljubljana organizational unit:

With its trading center in Ljubljana, GEN-I has been
implementing its vision of becoming a prominent, com-
petitive electricity trading specialist, especially in cross-
border electricity flows. This unit’s activities effectively
link the sale and purchase segments of the company’s
portfolio, at the same time increasing trading dynamics
and the diversity of products. The unit has a central role
in coordinating the Group’s international trading infra-
structure in 15 countries. This extensive network ensu-
res excellent economies of scale and perfect reliability
when it comes to electricity supply and the fulfillment of
contractual obligations.

Nova Gorica organizational unit:

The Nova Gorica organizational unit focuses on su-
pplying electricity to the Slovene market. The best pos-
sible sales activities and the quality of comprehensive
services tailored to customer needs are achieved based
on continued improvement of supply services, compe-
titive prices, and a wide range of advanced customer-
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oriented products. This unit also ensures flexible and
advantageous market conditions for smaller producers
that primarily generate electricity from renewable so-
urces. In this segment, the company holds the largest
market share in Slovenia.

GEN-I Zagreb d.o.o., CROATIA

This Zagreb-based company is GEN-I's first subsidiary
founded outside Slovenia. It has been an important link
between electricity markets in Hungary, Bosnia-Herze-
govina, Serbia, and Slovenia since 2006. The company
has been strengthening its role in the Croatian electricity
market, which is gradually being liberalized.

GEN-I d.o.o. Beograd, SERBIA

The company in Belgrade was the second one founded
by the parent company, but its business acumen makes
it one of GEN-I's most important subsidiaries. It is
engaged in numerous cross-border electricity purchase
and sale transactions across the entire SEE region. The
company’s significance is further enhanced by Serbia’s
influential strategic and geographical position in the
regional electricity market and its place in transit flows
with neighboring countries.

GEN-I Budapest Kft., HUNGARY

The total annual electricity consumption in the Hun-
garian market is 37 TWh. This makes Hungary one of
the most promising regions for expanding the business
operations of the GEN-I Group. In its two years of opera-
tion, GEN-I Budapest has set up the entire infrastructure
necessary for cross-border electricity trading. In 2008
GEN-I sold 800 GWh of electricity in Hungary, making it
one of the most important suppliers and strategic par-
tners in this country’s wholesale market.

GEN-I DOOEL Skopje, MACEDONIA

GEN-I has been present in the Macedonian wholesale
electricity market since 2004. Its first cross-border electri-
city supplies that very year were directed to Macedonia.
In 2008 GEN-I strengthened its presence in the Macedo-
nian market by incorporating the subsidiary GEN-I DO-
OEL Skopje, which now enables the Group to participate
in the country’s domestic electricity market and electrici-
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ty sales to end-customers. The Macedonian market is a
strategically important region for future expansion of the
GEN-I Group.

GEN-I Tirana Sh.p.k, ALBANIA

The subsidiary GEN-I Tirana joined the GEN-I Group at
the end of 2008. This company is expected to start ope-
rations in 2009, when Albania finally adopts its national
energy laws. The company will also ensure the develo-
pment of trading activities in the domestic market.

GEN-I, d.o.0., Sarajevo, BOSNIA-HERZEGOVINA
With the founding of GEN-I Sarajevo in 2008, the Gro-
up completed its presence in the electricity markets of
all of the former Yugoslav countries. This company is
expected to start operations in 2009 and will provide
direct access to electricity surpluses created by electricity
producers in Bosnia-Herzegovina.

GEN-I Athens SMLLC, GREECE

The subsidiary in Athens was founded in 2008, and is
the GEN-I Group’s first step towards entering the Greek
electricity market. The company is still acquiring the
necessary licenses and setting up the business infra-
structure necessary for trading electricity in Greece.
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For several years now, GEN-I, d.o.o. has been the fastest-growing electricity trading company in Slovenia
with an increasingly strong presence in regional SEE markets. The company’s key advantages at all levels of

its operations are risk identification and professional risk management.

GEN-I, TRGOVANJE IN PRODAJA
ELEKTRICNE ENERGIJE, D.O.O.:

A DYNAMIC APPROACH FOR OPTIMAL
RESULTS

GEN-I, TRGOVANJE IN PRODAJA ELEKTRICNE
ENERGIJE, D.O.O.’S ACTIVITIES INCLUDE PURCHASE
OF ELECTRICITY FROM PRODUCERS, ELECTRICITY
TRADING, AND SALE OF ELECTRICITY TO END-
CUSTOMERS.

Based on dynamic coordination and optimization

of its three main activities, the company develops
advanced products and comprehensive services for
the electricity market. Its flexibility ensures produc-
tion sources and qualified producers with optimal
conditions for purchasing electricity, and provides
end-customers and trading companies with quality
services and reliable electricity supply. In the com-
plex regional market, the company offers its partners
advanced custom products.

The company, whose registered headquarters are

in Krgko, has two organizational units: in Ljubljana
and Nova Gorica. The Nova Gorica unit purchases
electricity from producers and sells it to end-custo-
mers in Slovenia. At the end of 2008, the company
primarily supplied electricity to business users, but
had also started the trial supply of electricity to a
small number of households. The organizational
unit in Ljubljana is mainly involved in trading electri-
city on European stock markets, concluding bilateral
agreements on wholesale electricity markets in we-
stern and SE Europe, and managing the company’s
balance group. Using advanced trading instruments,
the company has been connecting the two opposite
poles of its activities: purchasing electricity from
producers and selling electricity to end-customers.

The main goals of the GEN-I Group are focused

on enhancing electricity sales and purchases. The
accomplishment of these goals is inextricably linked
with the optimal use of trading tools and the deve-
lopment of advanced products, which are crucial

to both producers and customers. The company’s
dynamic growth over the past years is based on
good corporate governance and skilled management
of quantity, price, and financial risks at all levels of
the Group’s operations.
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1.3
COMPANY ACTIVITIES

BUSINESS MODEL:
THE TRIPLE POWER OF ADAPTABILITY

THE ACTIVITIES OF GEN-I, TRGOVANJE IN PRODAJA
ELEKTRICNE ENERGIJE, D.O.O. ARE A LINK BETWEEN
PRODUCTION SOURCES AND END-CUSTOMERS.

A dynamic mix of purchase, sales, and trading acti-
vities helps the company form lasting partnerships
with producers while maintaining the competitive-
ness of what it can offer its customers. The key to
success and the best results on both sides is trading
— an activity in which the company creates added
value in a number of ways by combining experience,
expert knowledge, and international relations. It is
because of this constant association with trading
that GEN-| is able to achieve both optimal selling
prices for producers and competitive purchasing
prices for customers.

An optimum price policy in the purchase and sale
segment is the company’s strongest competitive ad-
vantage, making it one of the most successful elec-
tricity trading companies in Slovenia and abroad.

It also enables the company to achieve one of the
basic goals of its business strategy: to sell electricity
generated by producers within its own balance gro-
up. Because of its appreciation of customer needs,
innovative approach to developing products and

Sale
Electrici of electricity
from | to
producers end-customers

Purchase /
of electricity |

GEN-I, d.o.0.’s three main activities in the electricity
market

services, and risk-management skills, the company
plays a valuable role in ensuring cost-effective elec-
tricity supply in the domestic market.

PURCHASE OF ELECTRICITY FROM
PRODUCERS:

COMPREHENSIVE ELECTRICITY SALES
SERVICES

THE PURCHASING PRICES AND CONDITIONS AGREED
IN CONTRACTS AND TRANSACTIONS THAT GEN-I,
D.0.0. NEGOTIATES WITH ELECTRICITY PRODUCERS
ARE ADJUSTED TO THE OPERATIONAL GOALS OF
INDIVIDUAL PRODUCERS.

The first of the three activities that link members

of the GEN-I balance group is purchasing electri-
city from producers. Because electricity products
vary between production units and do not match
standardized products in the electricity market and
products intended for comprehensive supply to
end-customers, GEN-I adjusts its offer in the vari-
ous segments according to quantities, dynamics,
price models, and risk structures. In this way, GEN-I
enables producers to sell electricity in a responsible
and transparent manner and manage risks associa-
ted with unforeseen production-unit outages. When
identifying the best sales models, GEN-I takes into
account the needs and business goals of the seller.

Producers can choose from a variety of customized
cooperation models: either with fixed selling prices
or with flexible purchasing agreements, in which
prices are determined based on European electricity
market prices or according to changes in the price of
primary fuels used by production units. Because its
purchasing arrangements can be adjusted to indi-
vidual producers, GEN-I is an excellent partner to
small and medium-sized producers.

To large producers, the GEN-I Group offers effective
market access and transparent sale of the electricity
produced to target customers. In-depth understan-
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Adjusting our selection and methods of cooperation to the needs of individual business partners
means that both GEN-I and electricity producers are able to better manage business risks. Decision-
making is based on profound insight into market events and in-depth understanding of producers’
operative characteristics. The company offers its business partners professional support, helping them
shape customized electricity purchase products based on their technical characteristics and market

developments.

ding of both the technical aspects of production and
marketing mechanisms enables GEN-I's experts to
identify the best sales strategy in close cooperation
with producers. This includes systematic and targe-
ted sale of electricity using long-term, medium-term,
and short-term transactions finalized through opti-

mization in the daily and intra-day market. A 24-hour

response team of trading specialists provides GEN-
I's partners with effective alternative solutions in the
case of electricity outages due to malfunctions and
production interruptions.

which mainly include producers of electricity from
renewable sources and high-efficiency cogeneration
plants, benefit from GEN-I's reliability, expertise,
and acceptance of risks associated with production
conditions and electricity-market price fluctuati-
ons. GEN-I assumes quantity risks arising from
possible disruptions in supply due to malfunctions
or weather-related production cuts. An important
advantage for companies that sign cooperation
agreements with GEN-I is that it takes on market
risks in cases in which the purchasing price of elec-
tricity depends on variable prices of primary energy
sources necessary for production. When it comes to
managing electricity purchases, GEN-I is a valuable
partner whose comprehensive services help simplify
purchasing procedures while its expertise ensures
optimized decision-making.

Our trusted partners include several producers
working closely with Gen energija, d.o.o.: the Kr3ko
Nuclear Power Plant, the Savske elektrarne (hydro
power plant) in Ljubljana, the Termoelektrarna Bre-
stanica (gas power plant), the largest Slovene coge-
neration plant Termoelektrarma Toplarna Ljubljana,
and smaller producers, including more than 35
small hydroelectric power stations, and several solar
and biogas plants. GEN-I, d.o.o. remains the leading
Slovene company in terms of the share of electricity
purchased from producers using renewable sources,
waste, and high-efficiency cogeneration plants for
electricity production.

ELECTRICITY TRADING!:
MANAGING SURPLUSES AND
SHORTAGES

ELECTRICITY SURPLUSES AND SHORTAGES
RESULTING FROM OPEN PORTFOLIO POSITIONS ARE
MANAGED CENTRALLY WITHIN THE GEN-I Grour.
THE PORTFOLIO INCLUDES AGREEMENTS ON THE
PURCHASE OF ELECTRICITY FROM PRODUCTION
SOURCES, AGREEMENTS ON ELECTRICITY SUPPLY TO
END-CUSTOMERS, AND A NUMBER OF PRODUCTS
USED IN BILATERAL AND ORGANIZED TRADING.
PORTFOLIO OPTIMIZATION IS BASED ON EXPERTISE,
INTERNATIONAL EXPERIENCE, AND AN APPROPRIATE
INFRASTRUCTURE.

GEN-I has established the entire infrastructure ne-
cessary for trading electricity in domestic and fore-
ign markets and for purchasing and selling cross-
border transfer capacity rights. All trading activities
are coordinated centrally.

With the Slovene parent company and the subsidi-

aries set up in various countries, the Group is able

to operate independently both in highly developed
western European markets (Germany, Austria, and

Italy) and in the less-liquid SEE region (Hungary,

Croatia, Bosnia-Herzegovina, Serbia, Macedonia,

Montenegro, Albania, Romania, Bulgaria, and

Greece). GEN-I, which is an active member of four

European electricity exchanges, is continuously

developing its business infrastructure. The company

has also applied for membership in two additional
electricity exchanges.

The center point of the company’s activities is a 24/7

trading floor that combines a wide array of services

and functions for long-term and medium-term physical
and financial derivatives agreements, weekly, daily and
intra-day trading, and various forms of exchange mar-
ket transactions. The round-the-clock trading floor:

« Ensures access to international markets, enabling
the company to identify and take advantage of the
most appropriate cross-border links between sour-
ces and customers;
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Electricity trading enables GEN-I to reduce price risks and resolve the dilemma of simultaneously protecting
the interests of both producers and consumers by ensuring that there is a counter-purchase for each sales
transaction. Because it is usually impossible to sell and buy the same amount of electricity in individual
markets at a given time, it is crucial for the company to be present in a large number of markets and to
possess a centrally coordinated infrastructure in the wider region.

« Provides a time gap between the moment electri-
city is purchased from producers and the moment
it is sold to end-customers with the help of vario-
us trading instruments, allowing the company to
optimize prices for producers and customers;

« Allows the transformation of products used to
purchase electricity from producers into compre-
hensive supply products offered to end-custo-
mers;

« Ensures effective management of electricity
surpluses and shortages using dynamic trading
leverages;

« Guarantees 24/7 responsiveness, enabling the
company to provide replacement energy in the
case of production unit outages or changed con-
sumption needs of end-customers.

GEN-I's flexible, modern, and global approach to
electricity trading and its sophisticated system for
forecasting unified market prices (these are genera-
ted for all markets on an hourly basis) are used at
all levels of its operations and can be attributed to
the company’s active presence in individual mar-
kets. They enable the GEN-I Group to effectively
sell electricity produced by members of its balance
group. Its infrastructure for cross-border wholesale
trading on the other hand provides the necessary
price and quantity data as well as other information
for optimizing the short-term performance of pro-
duction units.
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The difficult economic conditions experienced by all of GEN-I, d.o.0.’s business customers have resulted in
increased use of tools designed by the company to manage risks and electricity costs more effectively.

SALE OF ELECTRICITY TO END-
CUSTOMERS:

ADVANCED SERVICES TAILORED TO
CUSTOMER NEEDS

GEN-I, TRGOVANJE IN PRODAJA ELEKTRICNE
ENERGIJE, D.O.O. DEVELOPS ADVANCED PRODUCTS
AND SERVICES FOR ELECTRICITY CONSUMERS WITH

VARYING DEGREES OF MARKET RISKS. THE COMPANY

WAS THE FIRST IN SLOVENIA TO OFFER LARGE
CUSTOMERS INDIVIDUAL PORTFOLIO MANAGEMENT,
ENABLING THEM TO USE ELECTRICITY-MARKET PRICE

FLUCTUATIONS TO THEIR ADVANTAGE. BASED ON ITS

OWN KNOW-HOW AND EXPERIENCE, THE COMPANY
ALSO DEVELOPS PRODUCTS FOR MEDIUM-SIZED AND
SMALL CUSTOMERS.

The company’s innovative approach and its ability to
adapt to different customer needs result in constan-

tly increasing market shares in all customer se-

gments. The most noticeable increase was recorded

in the large industrial consumer segment and with
customers that own a large number of measuring
points.

The company’s customized services have also resul-
ted in growing numbers of medium-sized and small
businesses that purchase their electricity from GEN-
I, d.o.0. More than 400 members of the Chamber of
Craft of Slovenia took advantage of the special offers
that promised convenient electricity prices for small

consumers.

Through a dynamic partnership with GEN-I, busi-

ness partners are able to manage risks more effecti-
vely, adjust to market fluctuations, and consequently

increase their revenues and reduce costs. Thanks
to GEN-I's advanced services, the company has

secured its place between electricity production and

demand.
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Being at the point where production meets con-

sumption allows the company to use its advanced

services for creating a balance between risk and

reliability. Here are some of the advantages of these

new advanced services:

Electricity prices are constantly monitored and
then used to produce analyses and provide consul-
ting services to customers, enabling them to buy
electricity when prices are low.

The structured partial purchases of electricity al-
low companies to make their decisions in several
steps, helping them spread and reduce risks and
improve their ability to adapt to different enviro-
nments.

GEN-I's invoicing method, which allows electricity
to be billed in one single invoice, is a special ad-
vantage offered to companies with a large network
of establishments, shops, or production units. This
helps simplify their operations and improve the
transparency of costs.

The web portal (“Terminal” application), in which
authorized business partners can access market
information, view and analyze their electricity
consumption, submit electronic forms, notify the
company of changes in their data, review invoices
and archives, and plan their electricity costs, helps
partners actively plan, manage, and adjust their
electricity consumption.

GEN-I's customized packages with only a few se-
lect advanced services are created based on indi-
vidual partners’ requirements, taking into account
mutual interests and offering partners solutions
that are best suited to their particular needs.
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1.4
OWNERSHIP AND ORGANIZATION

OWNERSHIP AND CAPITAL RELATIONS:
PARTNERSHIP AND SUBSIDIARIES

GEN-Il, TRGOVANJE IN PRODAJA ELEKTRICNE
ENERGIJE, D.O.O. IS OWNED IN EQUAL 50% SHARES
BY ISTRABENZ GORENJE, D.0.O0. AND GEN ENERGIJA,
D.0.0. BASED ON A PARTNERSHIP FORMED IN 2006,
GEN-I, D.0.0. MARKETS AND SELLS THE MAJORITY OF
THE ELECTRICITY AVAILABLE TO SHAREHOLDER GEN
ENERGIJA, D.O.O.

To meet the requirements of international trading,
for which an extensive trading infrastructure is es-
sential, GEN-I has established fully-owned subsidia-
ries abroad that form the GEN-I Group together with
the parent company. In addition to the subsidiaries,
the Group also includes a trade representative office
in Bulgaria.

The company’s ownership structure and capital relations

BALANCE GROUP RELATIONS:
A GROUP OF BALANCE SUBGROUPS

THE GEN-I BALANCE GROUP IS MANAGED BY
GEN-I, D.0.0. AND INCLUDES BALANCE SUBGROUPS
CONSISTING OF ELECTRICITY PRODUCERS AND
CONSUMERS. BOTH OF THESE SEGMENTS BENEFIT
FROM SYNERGIES THAT ARE CREATED WITHIN THE
GROUP IN REAL TIME — BETWEEN ELECTRICITY
SUPPLY AND CONSUMPTION.

The GEN-I balance group includes:

« The GEN balance subgroup managed by GEN
energija, d.o.o.; this subgroup connects producers
such as the Kr§ko Nuclear Power Plant, the Savske
elektrarne (hydro power plant) in Ljubljana, and
the Termoelektrarna Brestanica (gas power plant),
all of which play a crucial role in securing reliable
electricity supply to Slovene consumers,

ISTRABENZ GORENJE, D.O.O.

GEN ENERGIJA, D.O.O.

GEN-I, D.O.O.
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« The TE-TOL balance subgroup managed by Termo-
elektrarna toplarna Ljubljana as an important high-
efficiency cogeneration plant,

 Two balance groups run by GEN-I's organizational
units in Nova Gorica and Ljubljana connecting
consumers, qualified producers, and trading com-
panies.

The GEN-I balance group was set up and operates
in line with applicable energy legislation, maintai-
ning the balance between electricity purchase and
sales flows and schedules in the various balance
subgroups. For producers, membership in the ba-
lance group means optimal selling conditions for
the electricity they produce and management of
risks associated with unforeseen production unit
outages. In these areas, the group aims to achieve
the highest possible level of transparency.

Internal structure of the GEN-I balance group

ORGANIZATION AND MANAGEMENT:
A STRATEGICALLY EFFICIENT
MANAGEMENT MODEL

THE GEN-1 GROUP HAS BEEN DYNAMICALLY

EXPANDING AND GROWING THROUGH THE USE OF
ITS ABILITIES, KNOW-HOW, AND EXPERIENCE. AN
IMPORTANT FACTOR IN ITS GROWTH IS THE MODERN,
CENTRALIZED MANAGEMENT SYSTEM ESTABLISHED

AT GEN-I, p.o.0O.

The company’s management does not consist of

a separate management and supervisory function;
instead it is entrusted to a four-member manage-
ment board. A part of the supervisory board’s re-
sponsibilities is handled by the shareholder meeting
and the remaining functions are performed by the
president and vice president of the management
board. Their role mainly focuses on strategy and

BALANCE GROUP: GEN-I

BALANCE BALANCE
BAL SUBGROUP: SUBGROUP:
BALANCE suBGrRoupr: GEN SUBGROUP: NOVA GORICA LJUBLJANA
TE-TOL ORGANIZATIONAL || ORGANIZATIONAL
UNIT UNIT
NUCLEAR || ELEKTRARNE || - BRESTANICA reeuoEtER | cusToMERTERS
HE: UALIFIED TRADIN
POWER (HYDRO POWER (GAs POWER 5 ToRL AR Q %
LJUBLJANA PRODUCERS
PLANT PLANT) PLANT)
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development. Most of the executive management
responsibilities are assigned to the two members
of the management board in charge of trading and
sales. The member of the management board for
trading is also manager of the subsidiaries whose
primary activity is trading.

This comprehensive and centralized management
model in which supervisory and management func-
tions are intertwined ensures efficiency, connecte-
dness, and responsiveness at all levels of the com-
pany. It is difficult to classify GEN-I's organization
as belonging to any of the traditional organizational
structures because it is a mixture of functional,
process-oriented, and project-oriented organization
models. The company’s traditional vertical structure
is complemented by a project-matrix organization.
Its fast growth and focus on providing quality ser-
vices encourage the development of the existing
organizational model, especially at horizontal levels,
where organizational solutions support the efficient
management of complex internal processes, ensure
the supervision of such processes, and improve
their quality.

Efficient management of operations is an important
factor in the Group’s rapid growth, which can also
be attributed to targeted human-resource manage-
ment and hiring of carefully selected individuals.

GEN-|, D.0.0.”S MANAGEMENT

The management’s current five-year term began in
2006. All members of the management board are
experts in the field of energy.

ROBERT GOLOB, PhD,

president of GEN-I, d.0.0.”s management board,
also president of the management board of
Istrabenz gorenje, d.o.o.

Robert Golob completed his undergraduate educa-
tion at the Faculty of Electrical Engineering of the
University of Ljubljana in 1989, his master’s degree
three years later, and his doctoral education in 1994.
After receiving his doctoral degree, he was awarded
a Fulbright Grant for a visiting position at the Geor-
gia Institute of Technology in Atlanta. In addition to
holding leading positions in the business sector, he
is also an associate professor at the Faculty of Elec-
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trical Engineering of the University of Ljubljana.

In 1998, Golob was appointed head of a negotiation
team working on the EU’s energy policy. In 1999
and 2002, he was state secretary for energy matters,
first at the Ministry of the Economy and then at the
Ministry of the Environment and Spatial Planning.
During this time he helped draft three key acts on
energy that laid the groundwork for the deregulation
of Slovenia’s energy market.

Golob’s areas of professional expertise include:
developing electricity systems, restructuring the
electricity industry, electricity markets, and electricity
strategy. He taught two subjects at the Faculty of
Electrical Engineering of the University of Ljubljana:
Energy Converters and Electric Power Plants, and
the Electricity Market. He was the founder and first
director of the Laboratory for Energy Policy and has
authored numerous publications and papers on
markets, optimization of energy sources, and electri-
city system planning. He has managed several basic
research and industry-applicable projects for the
Slovene energy sector.

In November 2002, Golob founded Istrabenz ener-
getski sistemi and became its general manager. The
company develops innovative energy solutions in
renewable energy sources, efficient use of energy,
and trading with energy products. Since 2006, when
Istrabenz energetski sistemi was restructured and
transformed into the Istrabenz Gorenje Group, elec-
tricity trading has been conducted by GEN-I, trgo-
vanje in prodajo elektri¢ne energije, where Golob is
president of the management board.

MARTIN NOVSAK,

vice president of GEN-I, d.o.0.’s management
board, also general manager of shareholder GEN
energija, d.o.o.

Martin Nov3ak, a long-time leading professional at
the Kr$ko Nuclear Power Plant and general manager
of GEN energija, completed his undergraduate stu-
dies in 1982 at the Technical Faculty of the University
of Maribor with a major in electrical engineering and
industrial electronics. Since obtaining his degree,

he has been involved in numerous educational and
training activities with a focus on management,
teamwork, communications, personal growth, and
project management. In 1992 he completed an MBA
program at the Executive Management Develo-
pment Center in Brdo.
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Nov3ak’s career in the real energy sector in Slo-
venia started immediately after the completion

of his studies in 1982, when he was employed by
the Krsko Nuclear Power Plant. The positions he
held at the plant included reactor operator, main
operator, shift engineer, and head of production.
He was in charge of organizing engineering activi-
ties at the Krsko Nuclear Power Plant and served
as head of the engineering department from 1992
onwards. In close collaboration with his colleagues,
he completed several projects that were important
for the plant’s future operations, including its
modernization, replacement of critical equipment,
the creation of a consistent company image, and a
number of other improvements, modifications, and
organizational upgrades. His work has contributed
greatly to the safe operation of the Kriko Nuclear
Power Plant.

In July 2005, Nov3ak accepted a five-year term as
general manager of GEN energija, d.o.o. In 2006,
he also started his five-year term as vice president
of the management board of GEN-I, trgovanje in
prodaja elektri¢ne energije.

IGOR KOPRIVNIKAR, PhD,
member of GEN-I, d.0.0.”s management board
responsible for trading and general manager of
GEN-I's subsidiaries abroad

Igor Koprivnikar graduated from the Faculty of Na-
tural Sciences of the Technical University of Graz,
Austria, and holds a doctorate in nuclear physics
from the Institute for Theoretical Physics of the
Technical University of Graz. From 2002 to 2004,
he worked as head of development at the Austrian
Energy Exchange EXAA was responsible for the
business development.

Koprivnikar started working for Istrabenz-Gorenje,
d.o.o., which was later restructured, as soon as it
was founded in 2004. He first held the position of
executive manager and later became a member of
the company’s management board. His work con-
tributed significantly to the company’s growth. He
laid the foundations of a business model for inter-
national and cross-border electricity trading, which,
after the restructuring of the company in 2006 and
the arrival of shareholder GEN energija, is still used
today across the GEN-I Group. In 2004 and 2005,
he was also a member of the management board at
Austrian Power Vertriebs GmbH in Vienna.
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As member of GEN-I's management board for tra-
ding, Koprivnikar is responsible for the company’s
expansion to foreign markets, the setting up of
business infrastructure necessary for trading elec-
tricity in domestic and foreign markets, and the
implementation of business strategies in the elec-
tricity-trading segment. His responsibilities also
include development and operations management
at GEN-I's trading-oriented organizational unit in
Ljubljana and the company’s subsidiaries.

DEJAN PARAVAN, PhD,
member of GEN-I, d.o.0.’s management board
responsible for electricity sales

Dejan Paravan started his career in 1999 as a rese-
archer at the Faculty of Electrical Engineering at the
University of Ljubljana, where he earned his docto-
ral degree with a dissertation on risk management
in the electricity market in 2004. During his studies,
he gave several lectures as a visiting professor at
the Siemens Research Institute in Erlangen (Ger-
many) and lowa State University (US). He also
participated in applied projects carried out by the
Laboratory for Energy Policy at the Faculty of Electri-
cal Engineering of the University of Ljubljana.

After receiving his doctoral degree, Paravan was
employed by Istrabenz energetski sistemi, d.o.o.

in Nova Gorica, where he performed functions

at various companies of the Group, whose main
activity was selling electricity to end-customers.

He served as the general manager of IG Prodaja
elektri¢ne energije, d.o.o. from its incorporation
onwards. In this position, he set up and developed
the infrastructure necessary for selling electricity to
end-customers in Slovenia. He has also served as
a member of the management board at Austrian
Power Vertreibs GmbH in Vienna and the manager
of Istrabenz-Gorenje, d.o.o.

When GEN-I was transformed in 2006, Paravan
was appointed member of the management board
responsible for electricity sales, purchase of electri-
city from qualified producers, and development and
operations management of GEN-I’s organizational
unit in Nova Gorica.

Paravan is president of the C5 Study Committee wi-
thin the Slovene National CIGRE Committee, a mem-
ber of the international working group of the C5 Study
Committee at CIGRE, and a member of the manage-
ment board of the Slovenski E-forum organization.
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Robert Golob, PhD
President of the Management Board
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Dear Friends and Partners,

In the past year, all of us that pur-
chase, trade, or sell electricity were
very directly confronted with the “vo-
latility” phenomenon, which caused
intense price fluctuations. Many old
business paradigms in our sector
were shattered. Whereas in the past
electricity prices rose constantly at a
more or less steady pace, the middle
of 2008 saw declining prices and a
period of sharp price fluctuations.
Until then, those that purchased
electricity earlier acquired it at a
lower price, but in the fall those that
had waited and taken their time to
decide were rewarded.

On its path across the market vario-
us forms of risks are the inseparable
companions of volatility: quantity
risks, currency risks, credit and ope-
rational risks, risks of unavailability
of cross-border capacities, and price
risks. In order to manage these, a
company must have the necessary
information and analyses on which
to base customer advice, strong and
diverse trading instruments, and a
stable international network and
trading infrastructure. These cannot
be developed overnight. It became
evident, also in GEN-I's example,
that what matters during times of
economic turmoil is what a com-
pany planned and realized before
the crisis began.

% WELL PREPARED FOR VOLATILITY AND RISKS

In 2008, GEN-I further strengthened
its position as the fastest-growing
company in the electricity sales and
trading segment in Slovenia. All of
the company’s performance indica-
tors suggest that it was extremely
well prepared for the challenges

of 2008. Electricity sales including
financial instruments sold in 2008
doubled in 2008 compared to 2007
and almost tripled compared to
20006, with sales quantities rising
from 1.9 TWh in 2006 to 5.4 TWh
last year. The sharp increase in sales
volumes cannot be attributed to the
successful “pursuit of market oppor-
tunities”. In this industry, a com-
pany without highly skilled emplo-
yees, know-how, network of subsidi-
aries, and all the necessary permits
and licenses does not even approach
market opportunities. Rather, it is
the result of a strategically planned
and tactically well-managed process
that was made possible by the dedi-
cated, responsible, and highly edu-
cated team of employees at GEN-I
Ljubljana, Nova Gorica, Krsko, and
abroad — from Budapest and Bel-
grade all the way to Tirana.

The GEN-I Group exceeded expec-
tations in 2008, generating EUR 378
million in sales revenues, or 146%
more than in the previous year. In
addition to extremely positive deve-
lopments in international markets,
where the Group generated half of
its profits, GEN-I recorded excellent
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Martin Novs$ak,
Vice President of the Management Board

results in its most important market:
the Slovene electricity market. The
largest market share increase was no-
ted in the large industrial consumer
segment with annual consumption
exceeding 10 GWh. The characteristi-
¢s of this segment, in which electricity
represents a major annual cost, inclu-
de greater consumer awareness and
an inclination to look for new market
opportunities. It is therefore not
surprising that GEN-I climbed to the
third place among suppliers to large
electricity consumers in Slovenia. The
company also increased its market
share in the consumer segment with
a large number of metering points.
The number of metering points inclu-
ded in the balance group rose from
1,700 in 2007 to 4,200 in 2008.

At the beginning of 2008, GEN-I,
d.o.o. also set up a 24-hour response
service in order to coordinate daily
positions within the GEN-I balance

group.

GEN-1, d.o.o. continued to supply
alternative electricity in times of
planned and unplanned production
unit outages in 2008. When pro-
duction was stopped at the Krsko
Nuclear Power Plant, the country’s
largest energy plant, in June 2008,
there were no disruptions to electri-
city supply because GEN-I provided
substitute energy through additional
purchases from foreign producers.
With this combination of alternative
electricity sources, the company was
able to optimize costs.
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In the past year, the GEN-I Group
sponsored Slovenia’s top athlete,
Primoz Kozmus, helping him win
the Olympic gold medal, gradu-
ally developed its Energy-Saving
School project in which schools are
rewarded and encouraged to raise
children’s awareness of efficient

aspects of its operations resulting
from its past performance will have
to withstand the pressures of 2009.

The companies that give in to these

pressures will drop out, leaving their
market shares to others.

Over the past year, GEN-I has once

energy use, and ensured the professi- again proven that it is in excellent

onal development of its employees.
A survey on the company’s internal
climate was conducted and various
measures were taken to improve

it. The company also analyzed its
business partners in a survey in order
to adjust its product selection and
to better understand the needs of its
customers. A special business event
for GEN-I's key partners was also
organized last year and is becoming
a traditional annual occasion for
select partners with whom GEN-I
has formed strong and sincere long-
term partnerships.

A glance at the future of the GEN-I
Group and the environments on
which it relies for its success, reveals
a number of opportunities and pi-
tfalls. One of the greatest dangers
for the Group are the effects of the
economic downturn on the econo-
mies in which it operates, which will
result in extended payment periods
and customers’ inability to pay for
the electricity already supplied to
them. But opportunities too are a
byproduct of the economic turmoil,
however contradictory this may
seem. The strength of the company’s
finances, infrastructure, and other

condition and will continue to make
a significant impact on the market
in the years to come.

Yours sincerely,
Robert Golob, PhD

President of the Management
Board

f@ 4

Martin Novsak

Vice President of the Management

Board
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Igor Koprivnikar, PhD

Member of the Management Board

Responsible for Trading
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AGILITY IN AN INTERNATIONAL ENVIRONMENT

It has been another very successful
year for GEN-I’s electricity-trading
segment. The steady growth of
trading activities can be attributed
to the company’s good functional,
process-oriented, and project-ori-
ented organization, and a well-
coordinated team of experienced
professionals. In the European
electricity market, 2008 was a year
of sudden price fluctuations. After
rising more than 30% during the
first months, prices plummeted to
almost half of their initial value at
the end of the year. Despite such
changed circumstances, the growth
of trading volumes in the GEN-/
Group and the total quantities of
electricity sold (5 TWh) exceeded
all expectations. This was possible
because of the Group’s consistent
use of its risk-management system
based on a combination of dynamic
purchase and sale activities aimed
at protecting its portfolio, as well as
a wide range of trading instruments,
cross-border transfer capacities, and
financial products.

By incorporating subsidiaries in
Albania, Greece, Macedonia, and
Bosnia-Herzegovina, we munaged
to reinforce our already extensive
business infrastructure and complete
our presence in 15 different markets
ranging from Germany, Austria, and
Italy in the west to Greece and Alba-
nia in the east.

We doubled the number of interna-
tional tenders in which we participa-

ted and significantly increased the
number of transactions involving
electricity, cross-border transfer ca-
pacities, and financial instruments.
The intensification of trading acti-
vities in our established Croatian,
Hungarian, and Serbian subsidiaries
contributed to even better perfor-
mance of the Group.

By doubling the quantity of electrici-
ty sold directly to end-customers and
distribution companies in Slovenia,
and because of our trading activities
in the region and the liquid western
markets, we were able to considera-
bly strengthen our role in the Slove-
ne wholesale market. The increased
input of electricity has secured us

an important share in the supply of
electricity to the domestic market
and established our position as a net
importer of electricity into Slovenia.

Our company may not be the bi-
ggest or the strongest player on the
market, but this is also our advan-
tage: we are always alert and ready
to seize opportunities and attain our
growth objectives. The future of tra-
ding lies in the hands of extremely
agile, bold, and inventive individuals
that know how to manage risks. To
us, 2009 is a new opportunity!

Igor Koprivnikar, PhD

Member of the Management Bo-
ard Responsible for Trading
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Dejan Paravan, PhD

Member of the Management Board

Responsible for Electricity Sales
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PARTNERS IN PROVIDING COMPREHENSIVE SUPPLY TO SLOVENIA

In 2008, GEN-I more than doubled its
electricity sales volumes and the number of
customers and metering points in Slovenia.
The most important factors in this winning
formula included an in-depth understanding
of the Slovene electricity market, the com-
mitment shown by our employees, synergies
resulting from close collaboration with the
trading segment, and the company’s respon-
siveness. The increased quantities are a result
of long-term partnerships formed with large
customers and the company’s successful parti-
cipation in public tenders.

In 2008, GEN-I’s electricity sales to Slovene
customers crossed the magic line of 1 TWh for
the first time. With this quantity, the com-
pany gained the second-largest market share
in the segment of large business customers
connected to the distribution network.
Together with quantities sold indirectly to
other balance groups and those sold to electri-
city distribution companies, the total quantity
of electricity GEN-I sold to Slovene customers
in 2008 amounted to 2.5 TWh. This makes
GEN-1 an indispensable partner for electricity
supply to the Slovene market.

Partnerships are truly the key to success for
both GEN-I, d.o.o. and the GEN-I Group.
We are committed to meeting our customers’
needs, especially when it comes to mana-
ging the costs of electricity purchases. With
knowledge and flexibility, partnerships and
extensive experience, and most importantly
with the most advanced know-how acquired
in international markets, GEN-I is able to
create opportunities and secure benefits for its
customers. One of the ways in which GEN-I
demonstrates its commitment to long-term
partnerships is by sharing knowledge. Exam-
ples of this include the event that GEN-I
organized for its partners in 2008 for the first

time and the support services the company
develops for its business partners, helping
them make better decisions. In 2008, GEN-I
developed the Terminal application, which
enables online users to access all relevant elec-
tricity-related information. This application is
the only product of its kind in Slovenia.

The development of new products and services
is also important for maintaining the lar-

gest market share the company holds in the
purchase of electricity from producers using
renewable sources and high-efficiency cogene-
ration plants. Products and services that ena-
ble customers to manage risks and purchasing
costs, the lowest electricity prices offered to
members of the Chamber of Craft of Slovenia,
and trial supply of electricity to households are
all good starting points for expanding GEN-I’s
share to other market segments in the future.

Dejan Paravan, PhD
Member of the Management Board Re-
sponsible for Electricity Sales
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1.2
IMPORTANT RESULTS IN 2008

THE MARKET ENVIRONMENT IN 2008
FROM THE LARGEST INCREASE TO THE
BIGGEST FALL IN HISTOR

THE MOST IMPORTANT ADVANTAGES OF THE GEN-I
GROUP ARE ITS RESPONSIVENESS AND ABILITY TO

QUICKLY ADAPT TO CHANGES IN ITS ENVIRONMENT.

THESE ADVANTAGES WERE CRUCIAL FOR THE
GROUP’'S GOOD PERFORMANCE IN 2008, WHICH
TURNED OUT TO BE ONE OF THE MOST TURBULENT
YEARS IN THE HISTORY OF ENERGY MARKETS.

The crisis in the financial sector spread to global
energy markets and caused intense fluctuations of
primary fuel prices. The GEN-I Group used these
times of volatile prices to its advantage with a stra-

tegically designed policy and a proven risk-manage-

ment model.
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LOWER FUEL PRICES

During the first six months of 2008, the growth index
of primary fuel prices on the global market showed no
signs of trouble caused by the subprime mortgage cri-
sis in the US. Fuel prices were rising sharply, following
the upward trend of “black gold.” The price of the IPE
North Sea Brent crude traded on organized markets fol-
lowed a steep climb until the summer. At the beginning
of July, it peaked at USD 146 per barrel.

Because oil prices are the most widely accepted and
important indicator of energy-market conditions, they
affected the price of other primary fuels, such as coal
and natural gas. The strong positive correlation betwe-
en the prices of primary fuels, which showed only up-
ward trends during the first six months, had an impact
on the electricity market as well. At the liquid German
market, which has a strong influence on the Slovene
electricity market, the forward price of electricity for
deliveries in 2009 reached its peak at the beginning of
July. The price stopped at a maximum of EUR 90/MWh,
which is 47% more than what the same forward pro-
duct cost at the beginning of 2008.

158
138 IMJ\!‘\']
18 i

%W

78 x\M

. "
38

2008 Jan Feb Mar Apr May Jun Jul Avg Sep Oct Nov Dec

Changes in the price of IPE North Sea Brent crude in 2008



Price €/ MWh

Price €/t

ANNUAL REPORT GEN-I FOR THE 2008 BUSINESS YEAR

95
90 — FY2009
o I — FY2010
0 — FY2011
75
70
65 o W
” ;\ﬁbwﬁ
55
50
45

Jan Feb Mar Apr May Jun Jul Avg Sep Oct Nov Dec
35,00

— FY2009
— FY2010
— FY2011

Jan Feb Mar Apr May Jun Jul Avg Sep Oct Nov Dec

The escalating crisis in the financial sector gradually
spread into the real economy, where companies faced
cost-saving measures and declining consumer-goods
consumption. In the second half of the year, all fuel
prices started to decline, dragging down the prices of
forward electricity products. This can be seen in the
graph depicting the changes in forward electricity prices
on the European Energy Exchange (EEX) for deliveries
from 2009 to 2011.
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Purchasing costs of emission certifica-
tes (CO2 permits) from 2009 to 2011

Changes in the price of forward electri-
city products on the European Energy
Exchange (EEX) for deliveries from 2009

to 2011

REDUCED ENERGY CONSUMPTION

The first signs of recession and its gradual worse-
ning had a negative impact on spending and con-
sequently on energy consumption as well. The de-
clining demand was reflected in excess stock on the
supply side, causing further drops in all fuel prices.
The decrease in electricity consumption in the last
period of 2008 pushed the prices even lower. At the
end of 2008, prices were at their 2005 level, or 37%
below levels recorded in july 2008.

Reduced demand for emission certificates

The price of electricity also depends on the purcha-
sing costs of emission certificates (CO2 permits)
which are transferred to the final electricity price
using a weighted factor. Recession fears and lower
electricity-consumption forecasts, which resulted



ANNUAL REPORT GEN-I FOR THE 2008 BUSINESS YEAR

Primary fuel prices and electricity prices are expected to rise again as soon as positive economic growth is
recorded. Only then can we expect electricity prices to return to the levels recorded in the first half of 2008.

in reduced electricity production, also caused a
decline in demand for CO2 certificates, leading to
further price reductions. The spiral of falling prices
triggered by the complex correlation between fuel
prices, emission certificates, and expected energy
consumption spun out of control during the next
period.

The effect of global conditions on SEE markets

The effects of global conditions associated with

the uncertainty in financial and energy markets

were also felt in the regional markets in which the
GEN-I Group operates. The Group’s most impor-
tant market remains the Slovene electricity market,
which is heavily dependent on developments in the
neighboring systems. Market price levels in Slovenia
are mainly determined by the developed markets of
Germany, Austria, and Italy, and the market situation
in SEE and Hungary.

The global factors that had the strongest influence
on regional electricity prices were a product of the
financial crisis, recession fears, and the subsequent
lower demand for energy. Industrial companies in
the SEE region, whose wasteful energy use is charac-
teristic of developing countries, lowered their electri-
city consumption considerably during the recession.
This declining consumption led to lower demand for
cross-border transfer capacities at auctions, bringing
SEE prices almost to the level of prices in Central
European markets.
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THE CHALLENGE OF VOLATILE PRICES
Fears that the recession in the real economy will
persist and that spending will drop, resulting in
lower electricity consumption, have created great
uncertainty and lowered expectations on global
energy markets. This is reflected in the high volatility
of prices on all markets.

Price volatility means greater risks for all market
participants, but it is also a challenge for those with
appropriate professional, strategic, and tactical
skills. For the GEN-I Group, this uncertainty poses a
challenge and an opportunity at the same time be-
cause the Group has built its past success on a high
level of professionalism combined with controlled
daring — something that is desperately needed in
difficult financial times.
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SALES:
ALMOST DOUBLED WITH 5 TWH OF
ELECTRICITY SOLD

2006 2007 2008

Quantities of electricity sold by the GEN-I Group in 2008 and
the two previous years

IN 2008, THE GEN-I GROUP SOLD A TOTAL OF 5 TWH
OF ELECTRICITY ACROSS THE 15 MARKETS IN WHICH
IT OPERATES, AN INCREASE OF 86% COMPARED TO
THE PREVIOUS YEAR.

In 2008, the Group performed its activities in 15
markets and negotiated contracts in a total amount
of 5 TWh of electricity. Slovene producers and
partners accounted for 2.2 TWh of the electricity
purchased, while the remaining quantities (2.8 TWh)
were mainly obtained in German, Austrian, Hungar-
ian, Bulgarian, and Romanian markets. The entire
quantity of electricity produced by Slovene produc-

ers remained in the domestic market, where the
company sold 2.5 TWh of electricity in 2008, becom-
ing a net electricity importer.

This remarkable business growth is particularly evi-
dent in the Hungarian subsidiary, which operates in
the Hungarian wholesale electricity market. In 2008,
its first full year of operations, GEN-I Budapest sold
just under 260 GWh of electricity, securing another
800 GWh for electricity deliveries in 2009 through
contracts negotiated during last year’s trading acti-
vities.

With its wholesale trading activities, the GEN-I
Group was actively involved in almost all former
Yugoslav countries, as well as Albania and Greece.
The Group’s fastest-growing subsidiary was GEN-I,
d.o.o., Beograd, which sold almost 800 GWh of
electricity in 2008, gaining a 15% market share in
the Group’s total sales volumes. Serbia’s important
geographical and strategic position in the regional
electricity market with many neighboring countries
surrounding its national market have helped GEN-I,
d.o.o0., Beograd become a key partner of the GEN-|
Group, realizing numerous cross-border sales and
purchases of electricity and cross-border capacities
for the entire SEE region. GEN-I, d.o.o., Beograd was
particularly successful in selling electricity to Albania
and Montenegro. Another strategically important
region for electricity sales was the Macedonian mar-
ket, where the GEN-I Group has been present since
2005. Since the middle of 2008, the Group has ope-
rated in the country’s domestic market through its
subsidiary GEN-I DOOEL Skopje. The Macedonian

Table: Quantities of electricity sold by the GEN-I Group in 2008 and previous years

Year 2006 2007 2008 2008/2007

index
Sales by the GEN-I Group (TWh) 1.9 2.7 5.0 1.86
Sales by GEN-I, d.o.0. (TWh) 1.9 2.6 44 1.66
Sales in Slovenia (TWh) 1.2 1.1 2.5 2.19
Sales abroad (TWh) 0.8 1.5 2.5 1.60
Sales including financial instruments (TWh) 1.9 2.8 5.4 1.96
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Presence of the GEN-I Group in Europe
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electricity market is one of the most important mar-
kets for extending operations of the GEN-I Group
to the local wholesale market and its entry into the
Greek electricity market.

As a result of the increasing quantities of electricity
sold to end-customers, the inclusion of production
units of the shareholder GEN energija, d.o.o. into
the GEN-I balance group, and the increasing volume
and complexity of trading; the company’s portfolio
has become increasingly fragmented. This has ca-
used an increase in the amount of activities asso-
ciated with short-term portfolio optimization and a
sharp rise in the number of weekly, daily, and intra-
day transactions necessary to manage surpluses and
shortages of electricity arising from open positions
based on short-term and long-term agreements.
Daily trading volumes on electricity exchanges in
which GEN-| participates, increased accordingly. The
most notable increase was recorded on the German
EEX exchange (European Energy Exchange), where
the company sold over 800 GWh of electricity on a
daily basis, or 118% more than in the previous year.
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@ Balance group
@ Subsidiary with balance group
@ Trade representative office

@ Presence in the market

Financial instruments
Western Europe
Central Europe

SEE

Slovenia

Sales of financial products on the German EEX

and the Italian GME (Gestore del Mercato Elettrico
SpA) electricity exchanges, which are included in
the company’s portfolio in line with its risk-manage-
ment strategies, also increased significantly. In 2008,
GEN-I's electricity sales on the two exchanges were
up 0.4 TWh compared to the year before. At the
same time, the company sold 1.8 TWh in forward
financial products for all future short- and long-term
trading periods (2009, 2010, and 2011), which is five
times more than in the previous year.
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SALES TO END-CUSTOMERS:
THIRD-LARGEST SUPPLIER BY DOUBLING
SALES

GEN-I, D.0.0.’S ELECTRICITY SALES TO END-
CUSTOMERS IN SLOVENIA SURPASSED INITIAL GOALS.
BY SELLING 1.1 TWH OF ELECTRICITY IN 2008, THE
COMPANY EXCEEDED ITS SALES PLANS FOR SLOVENIA
BY 0.2 TWH OR 20%.

Compared to 2007, electricity sales to end-custo-
mers were up 125%. The company also more than
doubled the number of its business partners with
over 600 partners at the end of 2008, while the num-
ber of metering points it supplied electricity to, rose
to 4,200.

Supply to customers in Slovenia
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THIRD-LARGEST MARKET SHARE IN THE
BUSINESS CUSTOMER SEGMENT

Customer segments that recorded the biggest incre-
ase included large business customers with annual
consumptions exceeding 10 GWh and customers
with a high number of metering points. GEN-I al-
ready holds the third-largest market share in these
segments in Slovenia and will continue to focus on
them in the future.

GEN-I's success in attracting large end-customers

is a result of its expertise and trading infrastructure,
which enables customers to optimize their electricity
purchases, choose customized products with the
desired level of risk, and enjoy the benefits of indivi-
dual portfolio management.

The turbulent market conditions in the electricity

market in 2008 encouraged the development of new
products and services that enable better purchasing-
risk management and a clearer insight into electrici-

Market share (business customers connected
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ty costs. These new products are primarily intended
for bigger and more complex electricity consumers,
which are prevalent in GEN-I’s portfolio. In collabo-
ration with its partners, GEN-| started a discussion
on the effects of the economic turmoil on consump-
tion and, in the case of excess electricity purchases,
suggested solutions that included covering sales
and adjustments of the purchase portfolio.

NEW PARTNERS

In 2008, GEN-I, trgovanje in prodaja elektri¢ne en-
ergije, d.o.o. acquired a number of important new
partners, including some of the largest electricity
consumers in Slovenia, such as Talum, Vipap Videm
Krsko, and Julon. Public contracts also contributed
significantly to the increased number of customers,
metering points, and electricity quantities sold in
2008, with GEN-I being selected as the best bidder
in 23 public tenders. The company started sup-
plying electricity to some of the most demanding
customers in Slovenia, such as the Slovene railway
company Slovenske Zeleznice with a dense network
of metering points, and over 140 public institutions
governed by the Ministry of Public Administration
with more than 1,700 metering points.

For the third consecutive year, GEN-I offered small
and medium-sized businesses the best electricity-
supply conditions in cooperation with the Chamber
of Craft of Slovenia. The number of the company’s
business partners in 2008 rose by 77% compared
with the year before.

As part of its trial supply project, GEN-I provided
several households with electricity in 2008. The
experience gathered during these trial supplies
showed that in 2008 general conditions were still
not sufficient to allow mass supply of electricity to
this complex market. The company did however
start preparations that would enable households
to choose GEN-I as their electricity supplier in the
future.

In 2008, GEN-| already negotiated contracts for
deliveries in 2009. The share of end-customers with
whom the company had signed contracts for 2009
increased significantly. Through these contracts,
GEN-I already sold 1,700 GWh of electricity for 2009,
remaining the fastest-growing company in the coun-
try in terms of electricity sales to end-customers.
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THE RIGHT INFORMATION FOR
CUSTOMERS

When it comes to selling electricity to end-custom-
ers, GEN-I relies on strong partnerships. This com-
mitment was evident at the first meeting the com-
pany organized for its partners at the beginning of
2008. The event enabled the company to better un-
derstand the needs and expectations of its business
partners and offered customers a comprehensive
set of information, helping them make better deci-
sions when it came to electricity purchases. GEN-
I's leading professionals gave a presentation with
detailed insight into the current market situation.
GEN-I is the first and so far only electricity supplier
in Slovenia to organize such an event, which was
welcomed by customers as a very valuable form of
business cooperation.

Since the beginning of 2008, informed business
decisions have been made easier with the Terminal
web application developed especially for GEN-I's
partners. This unique tool provides complete control
over consumption costs, customized reporting on
past and expected future consumption, an overview
of the invoices issued and receivables, and access
to up-to-date information about market conditions.
Terminal is a fast and innovative communication
channel connecting customers with GEN-I. During
its first year of operation, the application was avail-
able to customers free of charge.
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PURCHASE:
OPTIMAL PRICES FOR PRODUCERS

GEN-I PURCHASES ELECTRICITY FROM SMALLER

POWER PLANTS AND VARIOUS QUALIFIED PRODUCERS

AS WELL AS LARGE PRODUCERS IN SLOVENIA AND
ABROAD. THE COMPANY OFFERS PRODUCERS A
NUMBER OF ARRANGEMENTS WITH PURCHASING

PROCEDURES AND CONDITIONS TAILORED TO THEIR

NEEDS.

In 2008, GEN-I, d.o.o. purchased a total of 2 TWh

of electricity from producers in Slovenia. Domestic
producers working in close collaboration with share-
holder GEN energija, d.o.o. which joined the GEN-|
balance group in 2008, are particularly important to

the company.

32%

2006 2007 2008

Share of electricity purchased from GEN energija in total
purchases by the GEN-I Group
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PURCHASE OF ELECTRICITY FROM
PRODUCERS IN THE GEN ENERGIJA
SUBGROUP

GEN-I, d.o.o. purchased 1.6 TWh of electricity from
production sources cooperating with shareholder
GEN energija, d.o.o. This represents a 32% share
in the total quantities purchased within the Group’s
portfolio. A majority of the volumes were purchased
based on long-term contracts, while the remaining
quantities were acquired as part of daily and intra-
day trading. Some of the quantities were sold to
shareholder GEN energija, d.o.o., mostly to cover
the schedules of actual production during an outage
of the Kr8ko Nuclear Power Plant and the low-water
flow rates on the Sava River. The total purchases of
electricity from GEN energija, d.o.o0. doubled com-
pared to the previous year, their share in the pur-
chase portfolio remaining almost unchanged.
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PURCHASE OF ELECTRICITY
FROM RENEWABLE SOURCES AND
COGENERATION PLANTS

In 2008, GEN-I purchased 361 GWh of its electricity
from Slovene producers that generate power from
renewable energy sources and those that generate
both electricity and heat at cogeneration plants. The
largest among the latter is the Termoelektrarna Top-
larna Ljubljana cogeneration plant, which produced
194 GWh of electricity for GEN-I in 2008, while the
remaining 167 GWh were purchased from quali-
fied producers. GEN-I's portfolio in 2008 included
several high-efficiency cogeneration plants, 35 small
hydroelectric power stations, seven solar plants, and
various biogas plants.

In 2008, GEN-I remained the market leader in the
share of electricity purchased from qualified pro-
ducers using renewable sources and cogeneration
plants. The unforeseen outage at the Siska heating
and power station resulted in significantly lower
electricity purchases from these sources compared
to the year before. Had it not been for this outage,
the purchase quantities would have increased in
line with the rising number of production units from
which GEN-I, d.o.o. purchased electricity in 2008.

OPTIMIZED PURCHASING PRICES

GEN-I's flexibility and detailed insight into market
conditions based on its own 24/7 trading floor en-
ables producers to better manage price and quantity
risks using customized products. Thanks to their
partnership with GEN-I, producers are able to take
advantage of market opportunities and optimize the
price at which they purchase electricity.

In 2008, when fuel prices on global markets fluctu-
ated severely, GEN-I offered its partners products
with purchase prices linked to the price of primary
production fuels. Producers that chose such prod-
ucts were able to avoid the risks associated with the
volatility of fuel prices. The adjustment of purchase
prices in line with the changes in primary fuel prices
was made possible by GEN-I's extensive infrastruc-
ture.

IMPORTING ELECTRICITY FROM ABROAD

To cover the differences between quantities of elec-
tricity sold and purchased in the Slovene market,
GEN-I purchased electricity from foreign trading
companies and imported it into Slovenia. The lack-
ing quantities necessary to meet the energy needs
of the Slovene market were mainly imported from
Germany, Austria, Hungary, Bosnia-Herzegovina,
Bulgaria, and Romania. In 2008, the company was
a net importer with a total of 300 GWh of electricity
imported into Slovenia. This quantity covers 12% of
all sales to end-customers and electricity distribu-
tion companies in the country.
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TRADING:
GEN-1 A NET IMPORTER IN SLOVENIA

GEN-l HAS THE MOST DEVELOPED INFRASTRUCTURE
AND THE BEST INTERNATIONAL TRADING
DEPARTMENT IN SLOVENIA. THIS DEPARTMENT
COORDINATES TRADING ACTIVITIES ACROSS 15
COUNTRIES USING THE COMPANY'S OWN BUSINESS
INFRASTRUCTURE. THIS EXTENSIVE NETWORK
ENSURES APPROPRIATE PORTFOLIO DIVERSIFICATION
IN TERMS OF GEOGRAPHICAL REGIONS AND
PRODUCTS, AS WELL AS OPTIMIZATION OF
PURCHASING CHANNELS.

2005 2006 2007 2008 2009

P GEN-I's balance group, subsidiary, or trade representative office

P Presence in markets

GEN-I’s presence in international electricity markets and
existing trading infrastructure

"
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Number of transactions involving electricity products
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Trading activities are aimed at providing reliable, com-
prehensive, and competitive electricity purchases tai-
lored to the needs of end-customers, and at purchas-
ing electricity from producers under the most favorable
conditions. Trading is of vital importance when it
comes to ensuring proper and timely response to the
quickly changing conditions in the electricity market.

In 2008, the GEN-I Group continued to build its
portfolio in a number of markets in Western and SE
Europe, maintaining the portfolio’s diversification
through the appropriate combination of physical
and financial trading as well as various maturity peri-
ods and types of trading products. It is this diversifi-
cation coupled with the purchase of long-, medium-,
and short-term cross-border transfer capacities that
is a prerequisite for the comprehensive manage-
ment of market risks. In 2008, the GEN-I Group
increased the efficiency of its risk-management poli-
cies using modern trading instruments and a num-
ber of innovative trading strategies.

INCREASED MARKET SHARES IN SEE
EUROPE

In the less liquid markets of SE Europe, GEN-I
increased its market shares in all markets and in

all trading segments in 2008. The subsidiaries in
Albania, Greece, Macedonia, and Bosnia-Herze-
govina completed the already extensive business
infrastructure, ensuring GEN-I's presence in 15
markets. GEN-I doubled the number of international
tenders it participated in and increased the number
of transactions involving electricity, cross-border
transfer capacity rights, and financial instruments.
The intensified trading activities in well-established
subsidiaries in Croatia, Hungary, and Serbia contrib-
uted significantly to the Group’s good performance.
With the increasing competition and the numerous
limitations that apply to cross-border capacity rights,
business growth in the eastern markets depended
on the Group’s dynamic approach, responsiveness,
creative tactics, and use of innovative trading instru-
ments.
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TRADING ALSO TO SUPPLY ELECTRICITY
TO SLOVENIA

By doubling the quantity of electricity sold directly to
end-customers and distribution companies in Slove-
nia, and based on the company’s trading activities
in the region and the liquid western markets, GEN-I
was able to strengthen its role in the Slovene whole-
sale market considerably. The input of 300 GWh of
electricity into the Slovene market secured GEN-I

an important share in the supply of electricity to the
domestic market and established its position as a
net importer of electricity into Slovenia.

PARTICIPATION IN PUBLIC TENDERS IN
SEE EUROPE

In 2008, GEN-I gained access to important price
information for less liquid and transparent SEE
regions by participating in public tenders for the sale
and purchase of electricity. Through its subsidiaries,
GEN-I participated in 90% of all public tenders in
this region. The Group’s active involvement contrib-
uted to increased competitiveness in SEE markets.
Thanks to its price strategy, GEN-l won several
public tenders, becoming one of the most important
players in SEE electricity markets.

TRADING IN DEVELOPED LIQUID
MARKETS

GEN-I used the well-established bilateral trading and
brokerage activities in the developed liquid markets
of Austria, Germany, and lItaly, and a wide selection
of cross-border transfer capacity products to ensure
end-customers the best competitive prices and to
increase the efficiency of risk management for risks
associated with purchase and sale activities in Slove-
nia and the wider region.

Because of price fluctuations in the electricity mar-
ket, GEN-I used a growing number of derivative fi-
nancial instruments to manage these risks. In 2008,
the company traded financial instruments mainly in
the German EEX futures organized market, with the
volume of financial transactions amounting to 400
GWh in 2008. GEN-I used derivative financial instru-
ments to manage currency risks in markets where
trading is conducted in foreign currencies.

The growing diversification and volumes of GEN-I's
portfolio resulted in synergies that, combined with
the optimization of transportation routes, improved
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the company’s operational efficiency.

Because of the increased trading volumes within the
GEN-I Group, the number of transactions involving
physical electricity products also rose in 2008. Com-
pared with 2007, the number of these transactions
was up 61%. The increase was particularly notable
in transactions with deliveries to SEE.

The liberalization of electricity markets in SEE
caused a gradual increase in the diversity of cross-
border transfer capacity products. An increasing
number of transactions in this region are being ne-
gotiated on a monthly, weekly, and daily basis, with
fewer transactions negotiated at an annual level. In
2008, GEN-I increased the number of transactions
involving cross-border transfer capacity products by
70% compared to the previous year.

ANALYTICAL SUPPORT FOR TRADING
ACTIVITIES

The continuous evaluation of portfolios within

the GEN-I Group is based on daily forecasts of
future electricity prices for all markets in which the
Group operates. An analytical unit within the trad-
ing department uses a special system to predict
hourly price profiles. In 2008, when price volatility
increased significantly, the system was updated and
upgraded accordingly.

The forecasts for all 15 markets are daily generated
on an hourly basis for all future time periods. The
bases for these forecasts are the current prices of
forward products and historical hourly profiles. Fore-
casts improve the quality of decision-making when

it comes to electricity trading and purchasing cross-
border transfer capacity rights. They are also an
invaluable tool for evaluating the Group’s portfolio.

When forecasting prices for liquid markets in Ger-
many and Austria, the GEN-I Group has a wide
range of historical data and daily price quotes for
forward products at its disposal. Forecasting prices
for less liquid SEE markets, where such data are not
available, requires extensive elementary analyses,
helping the company understand which factors have
the greatest effect on electricity prices and to what
extent. Prices in this region are also subject to fluc-
tuations resulting from hydrologic conditions, which
are difficult to foresee and increase regional frag-
mentation when it comes to electricity prices.
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INTERNATIONALIZATION:
EXPANSION OF BUSINESS
INFRASTRUCTURE AND NEW
PARTNERSHIPS

THE EXPANSION OF THE GEN-I GROUP TO FOREIGN
MARKETS, ESPECIALLY TO NON-EU COUNTRIES,
DEPENDS UPON ITS SUBSIDIARIES, WHICH HAVE THE
NECESSARY LICENSES, THE SKILLS NEEDED TO ADAPT
TO SPECIFIC LOCAL CONDITIONS, AND SUITABLE
TRADING INFRASTRUCTURE.

In 2008, the company set up the necessary infra-
structure in the Macedonian market and started
supplying electricity to its first end-customers. It
also established trading infrastructure in the Albani-
an market and founded subsidiaries in Bosnia-Her-
zegovina and Greece. Both subsidiaries are currently
obtaining licenses and permits for electricity trading.

To achieve synergies between the various markets
and attain better economies of scale, the GEN-I
Group continued to expand its business infrastruc-
ture, enabling it to engage in cross-border trading
and participate in European electricity markets.

The Group has also been increasing the number of
its business partners in a systematic and strategic
manner, doubling this in 2008 compared to the year
before. In the wider geographical region ranging
from Germany in the north to ltaly in the west and
Greece in the south, the GEN-I Group cooperated
with more than one hundred trading partners. In
2008, the Group also strengthened its presence in
the majority of national electricity markets, building
strong business relationships and trust among local
business partners and transmission grid operators.
These new long-term partnerships are based on
transparency and are focused on finding the best
solutions that meet business partners’ needs.

The growing trading portfolio and increased sales
volumes are reflected in the variety of products used
and the number of borders for which the company
regularly acquires cross-border capacity rights in
various auctions. In 2008, the GEN-I Group partici-
pated in annual, monthly, weekly, and daily auctions
for capacity rights on the borders of Austria, Italy,
Slovenia, Hungary, Romania, Bulgaria, Croatia,
Bosnia-Herzegovina, Montenegro, Serbia, Albania,
Macedonia, and Greece.
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Its presence in numerous organized daily electri-
city markets enables the GEN-I Group to optimize
portfolios on a daily basis. GEN-I is an independent
member of the German, Austrian, Italian, Slovene,
and Serbian energy exchanges (EEX, EXAA, IPEX,
Borzen/Southpool) and in 2008 participated in the
Romanian and Greek exchanges (OPCOM, HTSO)
through partners that have the necessary infrastruc-
ture for providing brokerage services.

In addition to its Slovene balance group, the GEN-I
Group has balance groups set up in Germany, Au-
stria, Italy, Croatia, Bosnia-Herzegovina, Macedonia,
Serbia, and Hungary. It also participates actively in a
number of brokerage platforms, such as ICAP, TFS,
and SPECTRON.
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1.3

IMPORTANT BUSINESS EVENTS IN 2008

SUPPLY TO SLOVENIA

« For the first time in company history, GEN-I sold
more than 1 billion kWh of electricity to Slovene

customers.

The company set a new record in electricity sales

« GEN-I ensured responsible electricity supply for
the Slovene market, securing all the lacking quan-
tities of electricity for five different distribution
companies in 2008 (Elektro Ljubljana, Elektro Ma-
ribor, Elektro Celje, Elektro Primorska, and Elektro
Gorenjska), almost 1.3 TWh in total.

to end-customers: the portfolio of contracts signed « The company provided all of the alternative electri-

for deliveries in 2009 in Slovenia reached 1,700
GWh of electricity.

The share of electricity purchased from GEN
energija increased from 765 GWh in 2007 to 1,582
GWh in 2008.

Contracts for the purchase of electricity from rene-
wable sources and small cogeneration plants amo-
unted to 167 GWh in 2008; a purchase contract for
electricity produced by the large Ljubljana cogene-
ration plant (TE-TOL) secured GEN-I another 194
GWh of electricity.

GEN-I won a public tender for the supply of elec-
tricity to institutions within the Ministry of Public
Administration,; this is one of the most demanding
consumer groups in the country with over 140
different institutions and 1,700 metering points
across Slovenia.

In June 2008, GEN-I was selected as the best bid-
der and awarded a contract to supply electricity to
the Slovene railway company Slovenske Zeleznice,
increasing the number of its metering points by
550.

By the end of 2008, the total number of metering
points reached 4,200.

Agreements with many important partners, such

as Gorenje, Spar Slovenija, Zito, Droga Kolinska,
and the Ljubljana University Medical Center, were
renewed; the company gained several new custo-
mers, among these were some of the largest com-
panies in Slovenia (Vipap Videm Kr3ko, Julon, and
the Leykam print company).

Activities associated with the sale of electricity

to members of the Chamber of Craft of Slovenia
continued; the number of contracts negotiated for
deliveries in 2009 increased by 25%.
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city needed during an outage at the Krdko Nuclear
Power Plant from June 4t to June 9%, 2008.

« The inclusion of GEN energija into the GEN-I
balance group helped increase the reliability of
electricity supply; daily optimization of production
within the GEN-I Group was introduced.

PERFORMANCE IN FOREIGN MARKETS

« At the beginning of 2008, a 24-hour response servi-
ce was set up in order to coordinate daily positions
within the GEN-I balance group; the number of
intra-day transactions in 2008 doubled compared
to the year before.

The GEN-I Group started supplying electricity to

the largest end-customers in Macedonia. In 2008,

it supplied 150 GWh of electricity to three end-

customers in the industrial consumer segment. In

March 2008, the Group’s Macedonian subsidiary

GEN-I DOOEL was founded. In June, the subsi-

diary acquired a trading license, becoming fully

operational in November. In December, the GEN-I

Group signed new contracts for the sale of electri-

city to end-customers in Macedonia with deliveries

in 2009.

In January 2008, a deed of incorporation for the

Group’s Albanian subsidiary was signed; the GEN-

| Group became an important supplier of electricity

in Albania by regularly participating in public ten-
ders.

« In February 2008, the first large quantity of electri-
city was supplied to Greece. Deliveries were carried
out on two Greek borders.

« In Bulgaria, GEN-I passed the 100 MW threshold
of base electricity purchased and exported in April
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2008; the company purchased its first quantities of
electricity directly from Bulgarian producers.

« The equity of the Group’s fastest-growing subsidia-
ry GEN-I, d.o.o., Beograd was increased in 2008.

« In May 2008, the subsidiary GEN-I, d.o.o0., Sarajevo
was founded in Bosnia-Herzegovina; once incor-
porated, the company started setting up its trading
infrastructure and adjusting it to the specifics of
the local environment.

o By purchasing electricity abroad, GEN-I provided
the necessary alternative electricity during an outa-
ge of the Krsko Nuclear Power Plant in June 2008.

« In September 2008, the GEN-I Group won a public
tender for the sale of electricity to the state-owned
Kosovo company KEK and supplied the first large
electricity quantities to Kosovo in October.

« A deed of incorporation for a Greek subsidiary was
signed in October 2008; the company was registe-
red in December.

« In October 2008, the GEN-I Group overcame the
first drastic falls in electricity prices due to the eco-
nomic downturn without major difficulties, thanks
to the consistent use of its improved market-risk
management system.

« In November 2008, Croatian regulatory bodies
started officially treating GEN-I Zagreb, d.o.0. as a
large company.

« By the end of 2008, more than 800 GWh of elec-
tricity were sold in Hungary for the 2009 business
year. In November 2008, the subsidiary GEN-I
Budapest Kft. won a public tender and signed an
annual agreement on electricity deliveries in 2009

with one of the largest Hungarian production com-

panies.

« In December 2008, the GEN-I Group carried out
its 5,000t transaction involving physical electricity
products; this represents a 61% increase in the
number of transactions compared to the year be-
fore.
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PARTNERSHIP TIES AND CORPORATE
SOCIAL RESPONSIBILITY

« GEN-I developed the Terminal application — a po-
werful web-based tool that enables its customers
to access all the information necessary for optimi-
zing electricity-purchase decisions.

The company organized its first event for business
partners, informing them about the conditions in
the electricity markets and introducing new pro-
ducts and services; the meeting was also an oppor-
tunity to find out more about partners’ needs and
wishes for the future.

The Energy-Saving School pilot project was joined
by 41 educational institutions. With this project,
GEN-I aims to raise awareness of efficient energy
use among students and to encourage school ma-
nagement to reduce electricity consumption.

The number of employees at rapidly growing GEN-
I, d.o.o. reached 47 at the end of 2008, compared
to 30 employees at the end of 2007. The number of
experts working for GEN-I and its subsidiaries rea-
ched 53 by the end of 2008. In terms of employee
education, GEN-| is one of the leading companies
in Slovenia.
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1.4

IMPORTANT EVENTS AFTER THE END OF THE BUSINESS YEAR

NEW RISK-MANAGEMENT PRODUCTS

« In February 2009, GEN-I organized its second par-
tner event to discuss the best ways for partners to
respond to the economic turmoil. At the meeting,
which is becoming a traditional annual event,
GEN-I's experts informed business partners about
market opportunities for purchasing electricity at a
lower price and presented new products and servi-
ces aimed at managing electricity-purchase risks.

ADAPTING TO THE CRISIS

« The GEN-I Group started preparing for the effects
of the global economic downturn in 2008, adju-
sting its portfolios for the 2009 business year in
good time. Both the Group and the company are
facing declining electricity consumption in Slove-

nia. Lower electricity consumption in the business-

customer segment has caused adjustments in the
company’s business strategy and portfolio.
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ENTERING THE HOUSEHOLD MARKET

« In March 2009, GEN-I, d.o.o. launched a widespre-
ad campaign to enter the household electricity
market. During the first three weeks of the campa-
ign, the company already received more than 4,200
applications from households requesting to switch
to GEN-I as their new electricity supplier. In May
2009, GEN-| started supplying electricity to almost
2,000 households.
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1.5

DEVELOPMENT STRATEGY AND PLANS FOR 2009

A YEAR OF CHALLENGES:
PLANNING INCREASED MARKET SHARES

IN 2009, THE GEN-l GROUP IS PLANNING A 25%
GROWTH IN TOTAL SALES QUANTITIES. BECAUSE

OF THE DECLINING PRICES OF PRIMARY FUELS

AND SUBSEQUENT LOWER ELECTRICITY PRICES, THE
GROUP EXPECTS THE INCREASED SALES VOLUMES TO
RESULT IN LOWER GROWTH IN SALES REVENUES.

Even in these difficult times of economic turmoil, the
GEN-I Group is dedicated to fulfilling its mission. Its
agility, flexibility, and cutting-edge knowledge will help
the Group take advantage of opportunities in devel-
oping electricity markets and reinforce its position
and visibility in the region. Changes in the financial
markets and goods and raw materials markets will
certainly cause further declines in electricity prices.
Because of the expected lower demand, more effort
will have to be put into maintaining market shares
and margins are likely to be lower than in previous
periods.

INCREASING SALES TO END-CUSTOMERS
IN SLOVENIA

Slovenia is still GEN-I's most important electricity
market and the company intends to increase electrici-
ty sales to end-customers in this market considerably.
This is a particularly ambitious goal because many
customers have already signed long-term purchase

agreements for deliveries of electricity until the end of

2009. This is why some of the most important activi-
ties in this segment will focus on negotiating new
long-term contracts with large business customers.

In 2010, GEN-I is set to gain the largest market share
in the business-customer segment with customers
connected to the distribution network and annual
consumptions exceeding 4 GWh. GEN-I also plans
to increase its share in the small-business customer
segment and the household market, where the com-
pany’s main competitive advantage is the lowest
electricity price offered to end-customers.

A GREATER SHARE OF ELECTRICITY
FROM RENEWABLE SOURCES

When it comes to electricity purchases from Slo-
vene producers, GEN-I's partners include produc-
ers within the GEN energija Group. In 2009, the
company expects to purchase just under 2 TWh of
electricity from these producers, which is less than a
third of the total electricity purchases planned. GEN-
| intends to increase purchases of electricity from
renewable sources and small high-efficiency cogen-
eration plants, maintaining the largest market share
in this producer segment in Slovenia.

GEN-I, d.o.o0.’s exceptional growth in the past years has resulted in increasing numbers of employees
and the introduction of new business processes supported by advanced information solutions. In 2009,
the company will pay particular attention to the personal and professional growth of its employees, the
optimization of business processes, and operational cost management.
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INTENSIFIED TRADING IN EUROPEAN
REGIONS

GEN-I will continue to develop its trading infra-
structure by setting up subsidiaries abroad. The
company’s plans for 2009 include the incorporation
of a subsidiary in Bucharest and the expansion of its
business operations to other SEE countries over the
next few years.

GEN-I's trading activities have helped the company
strengthen its presence in the markets of central
Europe (Austria, Germany, and Hungary), southern
Europe (lItaly), and most of all SEE (Croatia, Bosnia-
Herzegovina, Serbia, Montenegro, Macedonia,
Albania, Romania, Greece, and Bulgaria). In 2009,
GEN-I will continue to reinforce its position in these
markets. The company’s plans for 2009 also include
entering the Greek and Romanian national markets.

In 2009, the GEN-I Group intends to add purchase
of electricity from producers and electricity sales to
end-customers to its existing activities in foreign
markets.
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REVENUE PLANNING BASED ON LONG-
TERM AGREEMENTS

GEN-I intends to generate the majority of its rev-
enues from long-term agreements with end-cus-
tomers and quantity-closed contracts with trading
partners with maturity periods of up to one year. The
company’s trading activities on the daily market help
it coordinate contractual obligations to individual
business partners and optimize the portfolio of the
GEN-I balance group. This market also enables the
company and the Group to take advantage of daily
market opportunities.

Depending on the availability of cross-border trans-
fer capacity rights, GEN-I plans to balance out its
electricity surpluses and shortages for individual
hourly periods by trading with business partners in
Slovenia and abroad. The company’s main focus is
on purchasing and selling electricity in SEE, Italy,
Austria, and Germany.
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11.6
RISK MANAGEMENT

MARKET RISKS
GLOBAL OPERATIONS FOR MINIMIZING
PRICE RISKS

THE MARKET AND PRICE RISKS TO WHICH GEN-I 1s
EXPOSED ARE THE RESULT OF UNCERTAIN PRICES IN
THE DOMESTIC AND FOREIGN ELECTRICITY MARKETS.
THESE RISKS OCCUR BECAUSE OF FINANCIALLY
OPEN POSITIONS IN THE COMPANY’S TRADING
PORTFOLIO. INTERREGIONAL PRICE RISKS OCCUR
DUE TO CONGESTION OR CHANGES IN AVAILABILITY
OF CROSS-BORDER TRANSFER CAPACITY RIGHTS
WHEN ENERGY IS TRANSFERRED BETWEEN DIFFERENT
ELECTRICITY MARKETS. THE KEY TO MANAGING
THESE RISKS LIES IN THE INCREASINGLY GLOBAL
OPERATIONS OF THE GEN-I GrROUP.

The increasingly competitive environment and
greater price volatility in 2008 resulted in increased
price risks. When the financial crisis pushed down
electricity prices in the second half of 2008, it was no
longer possible to achieve positive price differences
by purchasing electricity in one market and selling it
simultaneously in another. This is why GEN-I chose
a global approach to its portfolio, creating added
value based on synergies between the individual
timeframes and geographical components within
the portfolio. Any risks that occurred were managed
by ensuring that each sale transaction had a corre-
sponding counter-purchase and vice versa.

The basis for such an approach to risk management
is GEN-I's presence in a large number of markets
and its closely-knit international trading infrastruc-
ture, which is coordinated centrally from the Lju-
bljana organizational unit. The company’s global
presence reduced the difference between purchase
and sale price curves, thus limiting the price risks it
was exposed to. This approach enabled the compa-
ny to remain efficient and competitive in all market
segments.
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Open positions in individual electricity markets
represent a market risk defined as the difference be-
tween the aggregate amount of electricity purchased
at a fixed price and the aggregate amount of electric-
ity sold at a fixed price in a given period. To cover
such open positions, GEN-I used various financial
instruments in addition to agreements that ensure
electricity supply at a fixed price. The company also
used standardized derivative instruments of the
German energy exchange EEX futures. All open posi-
tions handled by the GEN-I Group were within the
parameters and limitations defined in the Group’s
risk-management policy. They were under constant
supervision and were included daily in the relevant
general reports. Open positions for individual mar-
kets were evaluated based on hourly price curves
generated by the company using current prices of
forward electricity products and historical hourly
profiles for all future periods and for all markets

in which the GEN-I Group operates. This kind of
control provided GEN-I with a comprehensive and
detailed daily overview of the value and importance
of individual portfolios. The exposure of the Group’s
portfolios to market risks was constantly monitored
based on evaluation methods that are regularly
checked using carefully developed algorithms.
Interregional price risks occur whenever the sale or
purchase of a certain amount of electricity depends
on cross-border transfer capacity rights. GEN-|
managed these risks by participating in bids and
auctions for the acquisition of cross-border transfer
capacity rights. Allocation procedures for transfer
capacity rights vary considerably. In order to suc-
ceed in cross-border capacity auctions, the company
must have in-depth knowledge of regional electricity
flows, which is why an extensive business infrastruc-
ture and presence in the wider geographical region
is crucial for managing interregional price risks.
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The GEN-I Group manages all major risks centrally. In 2008, the Group completed several projects aimed at
upgrading the Group’s comprehensive risk-management system and implemented procedures for identifying

and evaluating new risks.

QUANTITY AND MARKET LIQUIDITY
RISKS

SYSTEMATIC PROTECTION AGAINST
MAJOR RISKS

QUANTITY RISKS OCCUR BECAUSE OF A DIFFERENCE
BETWEEN THE DECLARED ELECTRICITY QUANTITIES
AND THE QUANTITIES THAT ARE ACTUALLY
DELIVERED OR ACCEPTED. MARKET LIQUIDITY RISKS
ARE CHARACTERISTIC OF NON-LIQUID MARKETS
WITH FEW MARKET PARTICIPANTS, SMALL TRADING
QUANTITIES, AND HIGH PRICE VOLATILITY.

Quantity risks occur in contracts with open quanti-
ties of electricity; that is, all contracts involving
eligible customers and qualified producers. GEN-I
managed these risks by providing comprehensive
information support for long- and short-term fore-
casts of electricity delivery and consumption and
by consistently monitoring quantity deviations at
most metering points included in the GEN-I balance
group.

Market liquidity risks in electricity trading occur
when open positions cannot be closed in a certain
period of time due to a lack of market depth. They
are particularly common in non-liquid markets and
can be managed by constantly increasing the num-
ber of trade relations with local business partners.

Quantity and market liquidity risks are very specific
risks to which GEN-I is exposed when trading and
selling electricity. The company managed these

risks by using its own advanced algorithms and a
methodology that, together with modern technology
adjusted to the specific needs of trading, formed a
comprehensive risk-management system. Another
important factor in managing risks was the expertise
of GEN-I's employees working in the risk-manage-
ment unit and portfolio-analysis departments.
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FINANCIAL RISKS
ANALYSES, HEDGING, AND HIGH
CONTRACTUAL STANDARDS

IN NON-EUROZONE COUNTRIES, GEN-1 WAS
INCREASINGLY EXPOSED TO CURRENCY RISKS
RESULTING FROM EXCHANGE RATE FLUCTUATIONS.
THE COMPANY PAID PARTICULAR ATTENTION TO
LIQUIDITY RISKS AND CONSTANT, COMPREHENSIVE
CONTROL OF POTENTIAL CREDIT OR SOLVENCY RISKS.

GEN-I managed currency risks in markets outside
the euro area with the help of its gradually developed
infrastructure for foreign currency transactions and

a number of currency-hedging mechanisms, includ-
ing forward contracts and currency clauses. These
mechanisms prevented a more noticeable effect of
risk-management costs on the margins the Group
achieved through its regular activities. The Group was
exposed to currency risks on both the purchase and
sale sides, especially when evaluating electricity trad-
ing and sales, cross-border capacity rights, loans, and
equity held in foreign subsidiaries. Currency risks are
generally associated with business events expressed
in currencies that are different from the company’s
functional currency. Considering the extent of the
Group’s operations, the most important foreign cur-
rencies included the Serbian dinar (RSD), the Hun-
garian forint (HUF), and the Croatian kuna (HRK).

Credit or solvency risks are particularly important to
the company because they affect its ability to ensure
greater liquidity and coordinate financial inflows and
outflows. They generally include risks of financial
loss to the company if a business partner fails to
meet his contractual obligations. These risks are
handled depending on the characteristics of indi-
vidual business partners. Credit or solvency risks
include risks of non-payment because of a partner’s
lack of financial means and risks of the partner’s
failure to fulfill contractual obligations regardless of
his otherwise good financial situation.

GEN-I managed these risks with the help of its active
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Most of GEN-I’s wholesale trading is conducted using quantity-closed agreements with set quantities

of electricity at a fixed price, whereas sales to end-customers are based on open agreements without set
quantities of electricity for which correct consumption forecasts are vital. Each activity — purchase of
electricity, electricity trading, and sale of electricity — is managed within its own separate portfolio. The
current model of transfer market prices used between individual portfolios and their segments enables
the company to monitor the performance of the entire Group on a daily basis. One of the most important
factors in this process is the correct delimitation of risks. To achieve this, the company incorporates most
market risks into its trading portfolio and most quantity risks into its portfolio of sales to end-customers.

policy, which includes consistent application of com-
pany bylaws and procedures for identifying risks and
assessing exposure to them, determining the permis-
sible limits of risk exposure, and constant monitoring
of the company’s exposure to risks in its dealings with
individual business partners.

In line with company rules, the risk-management
unit analyzes the credit standing of each new trading
partner and large customer that wishes to purchase
electricity from GEN-I. This risk-assessment report
serves as a basis for future cooperation, enabling the
company to define credit lines for hedging purposes
and offer new partners payment and delivery condi-
tions adjusted to their particular risk levels.

When negotiating transactions, GEN-I pays special
attention to the use of appropriate financial and legal
instruments to ensure the fulfillment of contractual
obligations. The company uses only the most efficient
hedging instruments to protect its receivables, ensur-
ing the payment of overdue contractual obligations in
case business partners fail to fulfill them. In wholesale
trading, where receivables are even more difficult to
collect because of the international nature of the activi-
ty, the company mainly uses bank guarantees, in which
the issuing bank assumes full and unconditional re-
sponsibility for the debtor’s liabilities. Bank guarantees
are a common form of insurance in GEN-I's long-term
general agreements and in individual short-term agree-
ments with maturity periods exceeding one month.
Another relatively safe form of insurance used mainly

for general agreements in international electricity trad-
ing is unconditional guarantees issued by the business
partners’ parent companies (i.e., Parent Company Guar-
antees or PCG). If business partners fail to fulfill their
contractual obligations, their payment obligation is as-
sumed by the parent company that issued the guarantee.
This form of insurance is only used based on a previous
approval of the issuing company’s credit standing.

Apart from bank guarantees, insurance in the form of
blank bills of exchange is used for business partners

with lower risk levels in the domestic electricity sales
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market. In addition to dealing with business partners
on an individual basis, the company sometimes uses
more innovative material/legal insurances, which are
less common in the electricity market.

The main focus of risk management is not just insur-
ance; one of its primary goals is to ensure well-defined
contracts. As part of its wholesale trading activities,
GEN-I signs electricity contracts based on standard-
ized EFET general agreements recommended by the
European Federation of Energy Traders (EFET). In
these agreements, risk-management issues are clearly
defined, including receivables from electricity supplied
and compensation for damages incurred because of
alternative transactions necessary due to a partner’s
failure to meet contractual obligations. The company
enforces a similarly high level of contractual provisions
in electricity-sale agreements.

Liquidity risks occur if the company or the Group is
unable to meet its outstanding financial obligations.
The Group ensures a maximum level of liquidity by
providing the liquid assets necessary for meeting its
obligations at all times, both in everyday circumstances
and in the case of unpredictable events.

In order to reduce liquidity risks, GEN-I monitors and
plans short-term solvency on a daily basis, constantly
coordinating and planning its own cash flows. Short-
term surpluses and shortages of monetary assets are
monitored and optimized at the company and Group
level. A liquidity reserve in the form of credit lines ap-
proved by business banks, the diversification of finan-
cial liabilities, constant adjustment of maturity periods
for liabilities and receivables, and consistent collection
of receivables are all factors that guarantee the compa-
ny and the Group successful cash-flow management,
ensuring their purchasing power and reducing the level
of short-term solvency risks. Thanks to the company’s
active approach to financial markets, its good perfor-
mance in the past, and a stable operating cash flow,
liquidity risks are within acceptable parameters and
entirely controllable.
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Interest risks are mainly associated with the possibility
of unexpected growth in the Group’s financing cost,
which varies according to floating interest rates in the
market. Considering the extent of the Group’s financ-
ing needs, exposure to these risks is low.

CONTROL SYSTEM
PROTECTION AGAINST OPERATIONAL
AND HUMAN RESOURCE RISKS

IN ADDITION TO EXTERNAL RISKS RESULTING FROM
CONTRACTS SIGNED WITH BUSINESS PARTNERS,
GEN-1 ALSO MANAGES INTERNAL RISKS THAT

ARISE FROM ITS OPERATIONS AND INTERNAL
ORGANIZATION. THE GROUP PREVENTS, LIMITS, AND
MANAGES THE RISK OF ERRORS, UNSATISFACTORY
PERFORMANCE, AND OTHER SIMILAR RISKS

USING A COMPREHENSIVE CONTROL SYSTEM

FOR MONITORING INDIVIDUAL FUNCTIONS AND
PROCESSES.

Operational risks are present in all business transac-
tions performed by the GEN-I Group as part of its
activities. They include risks of financial loss to the
company due to the inefficiency of its information
technology and the poor quality of business and
control processes. The GEN-I Group reduces opera-
tional risks using a control system that requires all
important transactions to be carried out according
to the principle of “at least two sets of eyes.” The
company limits these risks through clearly defined
processes, roles, responsibilities, and authority, as
well as codes of practice and internal rules. It also
continues to invest in upgrades to the information
structure and in automatic control for individual
process phases, reducing the possibility of human

error even further. The highly professional approach,
experience, motivation, and knowledge of GEN-I's
employees represent the most important founda-
tion for preventing and reducing operational risks,
enabling the company to respond to new situations
in a correct, timely, and flexible manner.

The GEN-I Group takes human resource risks very
seriously. Its business activities, rapid growth, entry
into new markets, and efforts put into realizing busi-
ness goals require not only that employees constant-
ly improve their skills and acquire new knowledge,
but also that they develop the ability to work in a
team, show great flexibility, a dynamic approach and
self-initiative, and cultivate excellent interpersonal
relationships and communication skills. The com-
pany pays particular attention to the most important
human resource risk: the potential loss of key em-
ployees. To limit this risk, the company maintains

a healthy organizational climate through regular
analyses, providing constant professional growth,
stimulating working conditions, and good com-
munication between management and employees
and among employees themselves. With the help of
these measures GEN-| has been successful in man-
aging human resource risks.

The biggest human resource risk for GEN-I, d.o.o. and the GEN-I Group is the potential loss of key
employees. GEN-I manages this risk by constantly developing management skills and improving the quality

of interpersonal relationships and communication.
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1.7

DEVELOPMENT OF INFORMATION AND BUSINESS INFRASTRUCTURE

INFORMATION AND COMMUNICATION
TECHNOLOGY:

RELIABLE AND FLEXIBLE SUPPORT FOR
BUSINESS PROCESSES

GEN-I'S MAIN STRATEGIC GOALS FOR INFORMATION
AND COMMUNICATION TECHNOLOGY INCLUDE
IMPROVING THE RELIABILITY, RUGGEDNESS,

AND EFFICIENCY OF INFORMATION AND
COMMUNICATION TECHNOLOGY, MONITORING THE
DEVELOPMENT OF BUSINESS PROCESSES USING THE
APPROPRIATE INFORMATION TECHNOLOGY TOOLS,
AND PROVIDING QUALITY SUPPORT TO USERS OF
THESE TOOLS ACROSS THE COMPANY.

Activities in 2008 mostly focused on linking and im-
proving ICT services, tools, and technologies that the
company acquired in 2007. The absorption, integra-
tion, and consolidation of these technologies in 2008
was aimed at increasing system reliability, accelerat-
ing automatization of work processes, and ensuring
responsive troubleshooting and risk prevention.

Increasing system reliability was GEN-I's most im-
portant objective when implementing upgrades,
improvements, and updates into a large number of
ICT systems, which are aimed at ensuring efficient
support for business processes. The company’s most
important ICT systems include a support system for
electricity trading, a support system for electricity
sales, the electronic operations system, and the ERP
system — an integrated business system for resource
management. Regular maintenance and upgrades of
systems and their support systems have increased
their reliability, ruggedness, and resistance to unfore-
seen external factors. These upgrades were necessary
because of increased business volumes and the sub-
sequent increase in the number of transactions.
Automatization of work processes and flexible support

for the company’s various business segments, includ-
ing controlled and secure processing and storage of
documents, are increased by the gradual introduction
of the MS Office SharePoint Services platform. This

is one of the most important new tools introduced
into GEN-I's business processes in 2008, enabling the
company to easily adapt to different end-user types
and the various supported processes. This new solu-
tion is in line with GEN-I's strategic goal to monitor
the development of its business processes and the
resulting needs for new IT tools. When introducing
new solutions, the company always assesses their
suitability, taking into consideration the price/quality
ratio and additional development and internal re-
sources necessary to implement them.

Reducing risks associated with malfunctions in the
ICT system is one of GEN-I's most important goals
and is aimed at ensuring quality IT support for
users across the company. These risks have been
on the rise due to the increasing number of inter-
connected systems with different levels of compat-
ibility. The prevention of disruptions, which was
high on GEN-I's list of priorities in 2008, is based
on a centralized system for collecting unified inci-
dent reports from all IT systems in one place. This
system enables the company to quickly analyze the
situation at hand and prioritize incidents accord-
ing to the level of urgency, addressing issues in
cooperation with outsourcing partners if necessary.
The unified system for collecting incident reports
and the professional way in which they are handled
guarantee the shortest possible response times for
localizing, identifying, and diagnosing incidents,
resolving issues, and finding temporary solutions.

Reducing risks in all phases of electricity sales and trading is closely linked to the availability of the right
information at the right time. This is why the appropriate reliable systems for the support of business

processes are vital for GEN-I’s business performance.
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1.1
RESPONSIBILITY TO EMPLOYEES

A HIGHLY EDUCATED COMPANY:
THE ENERGY OF YOUTH AND EXPERTISE

The fact that GEN-I is the fastest-growing company
in the Slovene electricity sector is also reflected in
its employment activities. The number of employ-
ees working for the company increased from 30 at
the end of 2007 to 47 at the end of 2008. Because
of GEN-I's rapid expansion and growing human
resource needs, its management adopted a new
job classification in 2008 based on the company’s
business plan and the expected 30% increase in the
number of employees in the next five years.

Male employees represent a 53.2% share and fe-
male employees a 46.8% share in the total number
of GEN-I employees. Most employees fall into the

18-25 years
26-30 years
31-40 years

over 40 years

25 to 35 age bracket, and the company’s average
employee is 31.6 years old.

In terms of employee education, GEN-I is one of the
leading companies in Slovenia. More than 50% of its
employees have bachelor’s degrees and more than
8% have doctorates or master’s degrees. With the
increasing number of employees, education levels
among the company’s employees have been rising.
Some employees are currently enrolled in higher-
education programs at the doctoral or master’s level,
which will further improve the company’s above-aver-
age education levels over the next few years.

The company’s employees are experts in a number
of fields, including electrical engineering, mechani-
cal engineering, informatics and computer science,
economics, and social sciences. The specialist
knowledge that the company requires for its future
development is a mixture of technical knowledge of
the workings of the energy sector and good under-
standing of financial instruments and markets.

Employee structure is closely linked to the way work
is organized and the general atmosphere in the
workplace. A survey of the company’s organizational
climate and employee satisfaction was conducted

in May 2008. Its findings revealed that employees
were satisfied, that they perceived the company

Education levels Number of employees Share
according to the  as of December 31st, in%
Bologna Declaration 2008
Secondary school degree 5 10 21.3%
Junior college degree 6/2 9 19.1%
Bachelor’s degree 7 24 51.1%
Master's degree 8/1 2 4.3%
Doctorate 8/2 2 4.3%
Total 47 100.0%
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as proactive and ambitious, and that they particu-
larly enjoyed the relaxed atmosphere and informal
relationships, which had a positive impact on the
performance of their work and their dedication to
it. Although the company expects a lot from its em-
ployees, they were satisfied with the way goals were
monitored and with the availability of resources

at work. The purpose of the survey was to further
increase employee satisfaction with the appropriate
organizational tools.

DEVELOPING KNOWLEDGE AND SKILLS:
FOR PROFESSIONAL AND PERSONAL
GROWTH

GEN-I's employees value the fact that the company
encourages professionalism and self-initiative, at the
same time enabling them to attain these qualities

by providing the necessary organizational solutions.
The company has a structured job classification in
place, along with a flexible and transparent incentive
system and well-defined contractual relations. It also
ensures the professional development of promising
individuals and provides career-planning services
for its employees based on annual evaluation inter-
views. These interviews are an opportunity to assess
employees’ past performance and set goals for the
future.

Highly educated employees regularly participate in
additional training activities in order to meet the
company’s needs and fulfill their own career goals.
GEN-I's investments in education and training al-
most tripled in 2008 compared to the year before.
The main focus of training activities is on specialist
trading areas. As part of these activities, employees
participated in certificate programs abroad authoriz-
ing them to trade in organized electricity markets,
and attended several formal training programs at
universities and professional institutions in Slovenia.

GEN-I has a well-established tradition of organiz-
ing in-house seminars and presentations at which
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employees share the knowledge they acquired with
coworkers from their own departments, other units
of the company, and other business segments. The
company also organizes work-related field trips for
its employees. In 2008, employees paid a visit to
the Kr3ko Nuclear Power Plant, the Termoelektrarna
Brestanica (gas power plant), and the company’s
Serbian subsidiary GEN-I Beograd, d.o.o.

When organizing training activities, GEN-I takes into
consideration the suggestions offered by employees
at their annual evaluation interviews. This way, the
company ensures greater involvement of employees
in its development strategy, enabling them to apply
the newly acquired knowledge to their work in the
shortest possible time.

HEALTH AND PENSION SECURITY:
PROVIDING FOR THE PRESENT AND THE
FUTURE

Workplace organization and job classification include
the provision of proper working conditions and safety
measures that minimize health and safety hazards for
employees. The company requires all new employees
to have a medical checkup before starting employ-
ment and ensures their long-term social security by
providing additional pension insurance. All of GEN-
I’'s employees are included in the company’s collec-
tive additional pension insurance plan.

In 2008, employees were absent from work for a
total of 225 days (at the expense of the company),
or an average of 5 days per employee, due to illness,
maternity and paternity leave, and unpaid leave.

Absences covered by the state budget without the
company’s direct participation amounted to 34 days
in 2008, or less than 1 day per employee. Maternity
leave accounted for 300 days of absence and pater-
nity leave for 44 days of absence in 2008. Forty-three
unpaid days of leave were taken by employees for
educational purposes.
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INTERNAL COMMUNICATIONS:
THE MOST ADVANCED CONNECTIONS

GEN-I's dynamic business activities, its flexibility

in dealings with its partners, and the focus on re-
sponsiveness in all business processes increase the
importance of internal communications, especially
among employees. The working environment at the
company and the way in which work is organized
encourage more direct interpersonal communica-
tion, although a range of advanced communication
tools are also available to employees.

GEN-I's dispersed structure with offices in several
different locations calls for remote communication
with the help of video-conferencing tools, which are
consistently used at the Ljubljana and Nova Gorica
organizational units. Video conferences are the
preferred communication method for many of the
company’s business meetings and are used to coor-
dinate different projects. GEN-I's conference room
in Ljubljana, where most of its internal training takes
place, is equipped with the most advanced tools for
giving presentations and seminars.
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LEISURE-TIME BENEFITS:

RECREATIONAL AND SOCIAL ACTIVITIES
Motivation and incentives for increased efficiency,
which often require time flexibility on part of the
employees, are not limited to financial incentives
and emotional encouragement in the workplace, but
also include the availability of quality leisure time.
GEN-I's employees have access to a local sports
facility during a fixed time period reserved by the
company, and benefit from free passes for the use of
saunas, weight rooms, and pools. The company also
organizes regular winter and summer sport compe-
titions and several in-house sports and social events
for its employees.

In 2008, one-fifth of GEN-I, d.0.0.’s employees ran
in the 13% Ljubljana Marathon, participating in the
half-marathon and recreational categories. The
company also showed its concern for employee’s
families, organizing a social event and a children’s
play with presents for the youngest just before the
New Year holiday.
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1.2
ENVIRONMENTAL RESPONSIBILITY

ENERGY WITH CERTIFICATES OF ORIGIN:
ENCOURAGING GREEN ELECTRICITY

GEN-I, d.o.0. has set up a system for acquiring and
trading certificates of origin. These certificates are
used as proof that electricity was generated from
environmentally friendly sources. In 2008, the com-
pany purchased 166 GWh of electricity with certifi-
cates of origin. By purchasing electricity produced

in a way that does not impact the environment (i.e.,
renewable energy sources and high-efficiency cogen-
eration plants), the company indirectly encourages
such production and provides electricity for environ-
mentally aware customers.

GEN-I also supports environmentally friendly energy
production by including these producers into its
own group and by purchasing the electricity they
produce. In 2008, the company purchased electricity
from more than 30 small hydroelectric power sta-
tions in Slovenia.

ENERGY-SAVING SCHOOL:
A PROJECT WITH SAVINGS OF OVER
200,000 kwH

In cooperation with shareholder GEN energija,
d.o.o0., GEN-I continued its Energy-Saving School
project in 2008. The main goal of the project is to
encourage efficient energy use among students

and the schools’ management. By changing young
people’s behavioral patterns, this project will have a
long-term positive effect on efficient energy use in a
number of areas, and has already helped schools cut
electricity costs by rewarding lower consumption.

In order to evaluate actual savings, GEN-I's ana-
lytical team joined forces with the E-forum and an
expert on energy matters from the Velenje School
Center and prepared a model for comparing electric-
ity consumption between two different time periods.

67

The purpose of the calculation was to eliminate ob-
jective external factors (increase or decrease in area,
numbers of users, etc.), which can have a major ef-
fect on electricity consumption at individual schools.

When preparing the model, the team used a regres-
sion analysis with multiple variables in order to
determine the importance of individual factors, such
as the number of people at the school, the number
of classrooms, school area, and the total number

of computers. This formula was used to calculate
savings and determine the amount of the reward of-
fered to different schools. Based on calculations, the
company was able to verify whether schools have
actually saved any electricity compared to previous
periods. In 2008, 40 educational institutions across
Slovenia joined the Energy-Saving School project.
Participating schools are entitled to a reward of EUR
100 for each MWh of electricity they save compared
to the year before.

Total savings of all participating schools in 2008
amounted to 192,000 kWh, although calculations
based on GEN-I's model, which takes into account
all the relevant factors, showed that consumption
was in fact reduced by more than 200,000 kWh.
Based on actual quantities of electricity saved, the
project’s organizers will pay out rewards totaling
over EUR 20,000. The results of the evaluation
showed that 23 of 40 participating schools, or more
than 50%, have lowered their electricity consump-
tion.

In order to further develop the project, GEN energija
and GEN-I teamed up with the project “Eco-School
as a Way of Life”. Both projects have the same goals
and the partners hope to achieve certain synergies,
enabling participants to save even more on electric-
ity costs.
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1.3

CORPORATE SOCIAL RESPONSIBILITY

SPORTS
FAR-REACHING OLYMPIC SPONSORSHIP

The majority of GEN-I, d.o.0.’s sponsorships are
aimed at promoting sports activities. In 2008, the
company supported Slovenia’s top athlete Primoz
Kozmus, who won the Olympic gold in the men’s
hammer throw at the Beijing Olympic Games. At
the end of 2008, GEN-I, d.o.0. and GEN energija,
d.o.o. signed a new sponsorship agreement with
Kozmus, committing to support him in the follow-
ing year. With GEN-I's logo printed on his jersey, the
company’s visibility is promoted every time Kozmus
participates in a sports event. The athlete is also
willing to appear at events organized by GEN-I. In
2008, he was present at the opening of a preschool
at Istrabenz Gorenje, a co-owner of GEN-I, d.o.o.

KNOWLEDGE — PARTNERSHIP
SUPPORTING EDUCATION

GEN-I, d.o.o. is a company that relies on cutting-
edge knowledge and supports select educational
events, meetings, and institutions through sponsor-
ship and donations. In 2008, the company was a
sponsor at the international conference “Nuclear
Energy for New Europe 2008” and the 2" Slovene
Photovoltaic Conference. Together with its Croatian
subsidiary GEN-I Zagreb d.o.o. GEN-I also donated
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funds to the International Institute for Middle-East
and Balkan Studies (IFIMES).

CHARITY — FOR HEALTH
HELPING CANCER PATIENTS

In 2008, GEN-I supported a charity campaign aimed
at raising funds for infusion systems used in auto-
matic drug infusion. These systems were donated to
the Institute of Oncology Ljubljana, which treats the
highest number of patients with colorectal cancer.

FUTURE — FOR THE CHILDREN
HELPING NEW GENERATIONS

GEN-I joined the “Key to Life” project, helping raise
funds to purchase a new ultrasound device for the
maternity hospital in BreZice. In 2007, GEN-I was
elected Donor of the Year for its contributions to the
charity campaign “A Wink to the Sun” in Slovenia’s
Gorizia region. In 2008, the company again contrib-
uted a large portion of its donations to this initiative,
which gives children from low-income families the
opportunity to enjoy free summer vacations.

Sports

Charity
l Education/business

l Culture
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V.1

THE COMPANY 'S FINANCIAL STATEMENTS

IV.1.1 BALANCE SHEET

Figures in €

ltems Explanatory note 31 Dec 2008 31 Dec 2007
Property, plant, and equipment 2 307,089 261,963
Intangible assets 1 477,490 308,133
Interests in subsidiaries 3 889,486 216,639
Other investments including derivatives 27,200 3,600
Non-current operating receivables and loans 4 50,075 50,075
Deferred tax assets 11 32,011 19,432
Non-current assets 1,783,351 859,842
Operating receivables 5 78,207,292 31,955,578
Other investments including derivatives 6,7 5,408,985 2,680,180
Cash and cash equivalents 8 2,233,200 2,393,722
Current assets 85,849,477 37,029,480
Assets 87,632,828 37,889,322
Called-up capital 8,000,000 8,000,000
Legal reserves 488,192 227,390
Retained earnings 4,955,222 2,628,199
Equity 9 13,443,414 10,855,589
Non-current provisions 10 44,645 36,101
Non-current liabilities 44,645 36,101
Current financial liabilities 12 14,085,051 4,673,731
Current operating liabilities 13 60,059,718 22,323,901
Current liabilities 74,144,769 26,997,632
Liabilities 74,189,414 27,033,733
Total equity and liabilities 87,632,828 37,889,322
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V.2
PROFIT AND LOSS ACCOUNT

Figures in €
ltems Explanatory note Generated Generated
from 1 Jan from 1 Jan
to 31 Dec 2008 to 31 Dec 2007
Sales revenues 17 320,744,875 148,707,810
Other operating revenues 17 142,203 0
Cost of goods, materials, and services 18 -309,223,509 -141,302,262
Cost of goods sold -306,957,570 -136,827,508
Cost of materials -98,929 -77,628
Cost of services -2,167,010 -4,397,126
Labor cost 19 -2,240,234 -1,359,812
Depreciation and amortization 20 -236,719 -110,213
Other operating expenses 21 -142,428 -100,116
Operating profit or loss 9,044,188 5,835,407
Revenues from investments 218,384 0
Revenues from interest, foreign exchange 236,164 958,823
differences, and other financial revenues
Financial revenues 22 455,048 958,823
Expenses for interest, foreign exchange differences, -2,439,942 -3,073,188
and other financial expenses
Impairment of assets -277,142 -1,850
Financial expenses 22 -2,717,084 -3,075,038
Profit or loss from financing -2,262,036 -2,116,215
Profit before tax 6,782,152 3,719,192
Income tax 23 -1,566,128 -858,508
Net profit or loss for the period 5,216,024 2,860,684
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V.3
CASH FLOW STATEMENT

Figures in €
Items Generated Generated
from 1 )an to from 1 Jan
31 Dec 2008 to 31 Dec 2007
Cash flows from operating activities
Net profit or loss for the period 5,216,024 2,860,684
Adjustments for:
Depreciation and amortization 236,719 110,213
Operating current assets write-offs 277,142 1,850
Elimination of write-offs and debt cancellation -227 0
Loss from sale of property, plant and equipment, intangible 0 339
assets, and investment property
Financial revenues -455,048 -958,823
Financial expenses 2,439,942 3,073,188
Income tax 1,566,128 858,508
Operating profit before changes in net operating current assets 9,280,680 5,945,959
and taxes
Changes in net operating current assets and provisions
Changes in receivables -46,389,058 -20,678,676
Changes in operating liabilities 37,423,428 13,994,827
Changes in provisions 8,544 7,875
Income tax paid -1,266,316 -808,580
Net cash flow from operating activities -942,722 -1,538,595
Cash flow from investing activities
Interest received 314,819 49,959
Proceeds from sale of property, plant and equipment, intangible 0 800
assets, and investment property
Receipts from decrease in loans given 6,629,000 571,000
Acquisitions of property, plant and equipment, and intangible -451,203 -428,413
assets
Acquisitions of subsidiaries -672,847 -203,916
Acquisitions of other investments -23,600 -3,600
Expenses for increase in loans given -9,357,805 -2,891,182
Payment for settlement of derivatives -1,882,349 -2,012,708
Net cash from investing activities -5,443,985 -4,918,060
Cash flows from financing activities
Interest paid -557,056 -160,893
Receipts from short-term loans received 9,411,321 4,359,785
Foreign exchange differences 120 5
Change in equity 0 5,819,378
Dividends paid -2,628,199 -1,666,049
Net cash from financing activities 6,226,186 8,352,226
Cash and cash equivalents at beginning of the period 2,393,722 498,151
Net increase in cash and cash equivalents -160,522 1,895,571
Cash and cash equivalents at the end of period 2,233,200 2,393,722

The cash flow statement shows changes in the company’s monetary assets in the course of the business
year. Monetary assets include cash, bank account balances, and call deposits.
The company prepared its cash flow statement using the indirect method.
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V.4

STATEMENT OF CHANGES IN EQUITY

Changes in 2007

Figures in €

Changes in equity Share Share Legal Retained Total
capital premium reserve earnings equity

Balance at 1 Jan 2007 4,172,926  -2,086,463 89,063 1,666,049 3,841,575

Profit or loss for the period 0 0 138,327 2,722,358 2,860,685

Total recognized revenues and 0 0 138,327 2,722,358 2,860,685

expenses

Entry of share capital 3,827,074 2,086,463 0 0 5,913,537

Dividend (shares) payout 0 0 0 -1,666,049 -1,666,049

Other eliminations (decreases) 0 0 -94,159 -94,159

of equity items

Balance at 31 Dec 2007 8,000,000 0 227,390 2,628,199 10,855,589

Changes in 2008

Figures in €

Changes in equity Share capital Legal reserve Retained Total equity

earnings

Balance at 1 Jan 2008 8,000,000 227,390 2,628,199 10,855,589

Profit or loss for the period 0 260,802 4,955,222 5,216,024

Total recognized revenues and expenses in 0 260,802 4,955,222 5,216,024

equity

Dividend (shares) payout 0 0 -2,628,199  -2,628,199

Balance at 31 Dec 2008 8,000,000 488,192 4,955,222 13,443,414
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V.5
APPENDIXES WITH NOTES

IV.5.1 THE REPORTING COMPANY

GEN-I, d.o.o. (hereinafter referred to as: the compa-
ny) is a Slovene company with headquarters at Cesta
4. julija 42, SI-8270 Krgko, Slovenia. The company’s
financial statements were prepared for the business
year that ended on December 31¢, 2008.

IV.5.2 BASIS OF PREPARATION

(a) Statement of compliance

The financial reports are prepared in accordance
with International Financial Reporting Standards
(IFRS) and the explanatory notes published by the
International Accounting Standards Board (IASB)
and adopted by the European Commission.

The financial statements were approved by the com-
pany’s management on March 17t, 2009.

(b) Measuring basis

The accounting reports are compiled on a historical

cost basis, except in the following cases where fair

value is used:

« Derivative financial instruments;

« Financial instruments at fair value in the profit and
loss account;

(c) Functional and presentation currency

The financial statements are expressed in euro, the
company’s functional currency. All accounting data is
presented in euro, rounded off to nearest integer.

8o

(d) Use of estimates and assessments

When preparing financial statements, the company’s
management was required to make assessments,
estimates, and assumptions that affected the appli-
cation of accounting policies and the reported val-
ues of assets, liabilities, revenues, and expenses, in
accordance with IFRS. Actual results may vary from
these estimates.

The estimates and underlying assumptions are re-
viewed on a continuing basis. Revisions to account-
ing estimates are recognized in the period in which
the estimate is revised and in any future periods
affected.
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IV.5.3 SIGNIFICANT ACCOUNTING
POLICIES

The company consistently applied the accounting
policies described below for all periods presented in
its financial statements.

(a) Foreign currency

Foreign currency transactions

Monetary assets and liabilities denominated in fo-
reign currencies are converted into the functional
currency using the exchange rate applied at the
balance sheet date. Positive or negative exchange
differences are differences between the repayment
value in the functional currency at the beginning of
a period, increased or decreased by the amount of
effective interest and payments within the period,
and the repayment value expressed in foreign cur-
rency, converted using the exchange rate at the end
of the period. Non-monetary assets and liabilities
denominated in foreign currencies and measured at
fair value are converted into the functional currency
at the exchange rate applicable on the day their fair
value was determined. Exchange rate differences
are recognized in the profit and loss account, with
the exception of differences from the conversion of
available-for-sale equity instruments, non-financial
liabilities used for hedging, and cash flow hedge
recognized directly in equity.

(b) Financial instruments

Non-derivative financial instruments
Non-derivative financial instruments comprise
operating and other receivables, cash and cash
equivalents, loans received and given, as well as
operating and other liabilities. Non-derivative finan-
cial instruments are initially recognized at their fair
value increased by (instruments not recognized at

&1

fair value in the profit and loss account) any costs
directly associated with the transaction. Financial
instruments are recognized when the company be-
comes a party to the contractual provisions of the
instrument. Financial assets are derecognized when
the company’s contractual rights to the cash flows
from the financial assets expire, or if the company
transfers the financial asset to another party without
retaining control or all risks and rewards of the as-
set.

Cash and cash equivalents include cash in hand and
cash balances. Bank overdrafts repayable on de-
mand, which form an integral part of the company’s
cash management, are included as a component of
monetary assets and their equivalents in the cash
flow statement.

Investments at fair value in the profit and loss
account

Instruments are allocated at fair value in the profit
and loss account it they are available for sale or if
they are classified as such after initial recognition.
Financial instruments are measured at fair value in
the profit and loss account if the company is capable
of managing the investments and deciding on their
purchase and sale based on fair value in accordan-
ce with the company’s documentation on hedge
accounting or with its investment strategy. After
initial recognition, the related transaction costs are
recognized in the profit and loss account at the time
of their occurrence. Financial instruments at fair
value in the profit and loss account are measured at
fair value, and the amount of any changes in the fair
value is recognized in the profit and loss account.

Other

Other non-derivative financial instruments are sta-
ted at repayment cost using the effective interest
rate method, reduced by impairment losses.
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(c) Derivative financial instruments

The following derivative financial instruments are
used to protect the company from market and cur-
rency risks:

« Forward transactions;

- Forward contracts.

Non-standardized forward contracts are derivative
financial instruments in the form of agreements on
the sale or purchase of a basic instrument, whose
price is determined at the time of the agreement’s
execution, but with a future effective date. Forward
transactions can only be conducted between two
parties, usually two financial institutions or a finan-
cial institution and its client; the conditions of for-
ward contracts are fully adjusted to the needs of the
two parties. The price of forward transactions is de-
termined based on the basic financial instrument.
At the time of execution, the value of the contract
equals zero because the strike price (the agreed
settlement price) is equal to the forward price. Not
taking into account the costs of supply, the value
of a forward transaction is equal to the difference
between the current price of a basic instrument at
maturity and the contractual forward price or the
agreed settlement price. The forward price changes
during the validity period of the contract depending
on changes in current market prices (including spot
prices) and the remaining duration of the forward
contract.

Standardized forward contracts (futures) are bind-
ing agreements on the purchase or sale of a stan-
dardized quantity of well-defined standard quality
instruments on a standardized day in the future
(standard specification) at a price determined in
the present. Standardized forms are necessary
because standardized forward contracts are a
product that is traded on electricity exchanges. The
main advantage of standardized products is the
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minimization of transaction costs associated with
trading. When such products are used, there is no
need for buyers and sellers to define the contractual
elements of each transaction — they only need to
agree on the price of individual forward contracts.
Contracts are negotiated without the physical pres-
ence of the goods. A standardized forward contract
comes into effect only when registered with a
clearing (settlement) house. This type of contract
is transferable to enable exchange trading and its
liquidity is determined by exchange trading vol-
umes. Non-standardized forward contracts on the
other hand are not liquid because there is hardly
any exchange taking place with these contracts.
When trading forward contracts, the Group must
deposit a security coverage at the clearing house
for both sales and purchases. This deposit includes
an initial margin and a variation margin.

Derivative financial instruments are initially recog-
nized at fair value, and transaction costs are recog-
nized in the profit and loss account at the time of

their occurrence.

Cash flow hedge

Changes in the fair value of derivative financial
instruments designated as cash flow hedging in-
struments are recognized directly in equity but only
if the hedging is determined to be effective. In case
of an ineffective hedge, changes in fair value are
stated in the profit and loss account.

Economic hedge

Economic hedge is not applied to derivative finan-
cial instruments used for hedging monetary assets
and liabilities that are expressed in foreign cur-
rencies. Any changes in the fair value of derivative
financial instruments are recognized in the profit
and loss account as part of positive or negative
foreign exchange rate differences.
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(d) Equity

Total equity includes called-up capital, profit re-
serves, and retained profit or loss from previous
periods. The company’s equity comprises two busi-
ness shares.

(e) Tangible fixed assets

Recognition and measurement

Tangible fixed assets are stated at their acquisition
value, reduced by revaluation adjustments and im-
pairment losses. The value of tangible fixed assets
on the date of transition to IFRS is measured based
on their supposed acquisition cost at that date. The
procurement value of assets includes costs that

can be directly attributed to their procurement. Any
computer software which contributes significantly
to the assets’ functionality should be capitalized as
part of the asset. Borrowing costs for the purchase
or construction of these assets is recognized in the
profit and loss account at the time of their occurren-
ce. Parts of tangible fixed assets that have different
useful lives are accounted for as separate fixed asset
items.

Profit or loss from the disposal of tangible fixed
assets is defined as the difference between revenues
from the disposal and the asset’s carrying value,
and is recognized in the profit and loss account as
“other operating revenues”.
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Depreciation

Depreciation is calculated using the straight-line
depreciation method and is based on the useful life
of the individual tangible asset.

Estimated useful lives for the current and comparati-
ve periods are as follows:

« Plant and equipment 2 to 5 years;

« Furniture and built-in equipment 4 to 5 years;

Depreciation methods, useful lives, and other va-
lues are reviewed at the reporting date. Estimates
regarding certain parts of tangible fixed assets were
corrected in 2008.
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(f) Intangible assets

Other intangible assets

Other intangible assets with limited useful lives
acquired by the company are stated at acquisition
value reduced by revaluation adjustments.

Depreciation

Depreciation is calculated using the straight-line de-
preciation method and is based on the useful life of
intangible assets, starting from the date the asset is
available for use. Investments in fixed assets owned
by others are depreciated using the units-of-produc-
tion depreciation method. Estimated useful lives for
the current and comparative years are as follows:

« Software 2 to 5 years;
« Investments in fixed assets owned by others
1to 5 years;

(g) Asset impairment

Financial assets

The company assesses the value of financial assets
at the reporting date to determine whether there

is any objective indication of asset impairment.
Financial assets are considered impaired if there is
objective evidence of impairment as a result of one
or more events that led to a decrease in estimated
future cash flows of the financial asset.

Impairment loss associated with the financial asset
stated at repayment cost is measured as the diffe-
rence between the asset’s carrying value and the
value of estimated future cash flows, discounted at
the original effective interest rate.

Impairment estimates of important financial assets
are carried out individually. The impairment of re-
maining financial assets is estimated collectively
with regard to the assets’ common risk exposure
characteristics.
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All impairment losses are reported in the company’s
profit and loss account for the accounting period.
Any cumulative loss associated with available-for-
sale financial assets that was recognized directly in
equity is transferred to the profit and loss statement.
Impairment losses are derecognized if they can be
objectively associated with events that occurred after
their recognition. Derecognition of the impairment
of financial assets that are stated at repayment cost
and derecognition of the impairment of available-
for-sale financial assets, which are considered debt
instruments, is reported in the company’s profit and
loss.

Non-financial assets

At each reporting date, the company reviews the
carrying value of non-financial assets to determine if
there are any indications of impairment. If there are
any such indications, the asset’s recoverable value is
assessed. The impairment of intangible assets with
an undetermined useful life which are not yet availa-
ble for use is reviewed at each reporting date.

The recoverable amount of assets or cash-genera-
ting units is the higher of their value in use or fair
value reduced by costs of sale. In determining the
asset’s value in use, estimated future cash flows are
discounted to their carrying value at the pre-tax dis-
count rate that reflects current market assessments
of the time value of money and the risks specific to
the asset. In order to test them for impairment, as-
sets are consolidated into the smallest asset groups
that generate cash inflows that are largely indepen-
dent from cash inflows from other assets or groups
of assets (“cash-generating units”).

An impairment loss of an asset or cash-generating
unit is recognized whenever its carrying value ex-
ceeds its recoverable value. The impairment is rec-
ognized in the profit and loss account.
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(h) Employee earnings

Other long-term employee earnings — provisions for
severance payments and long-service bonuses

The company’s net liability from long-term emplo-
yee earnings is the sum of future earnings that the
employees receive in exchange for the work perfor-
med in the current and past periods.

Pursuant to the law, the collective agreement, and
its internal job classification, GEN-I, d.o.o. is obli-
ged to pay long-service bonuses and severance
payments to employees, and has created long-term
provisions for this purpose. There are no other
pension liabilities. Provisions are created in the
amount of estimated future severance payments
and long-service bonuses, discounted to the balance
sheet date. A calculation is made for each emplo-
yee, taking into account severance payment costs
and costs of all the expected long-service bonuses
until retirement. The chosen discount interest rate
in Slovenia is 7.75% p.a., which was the return on
10-year high-rated bonds in the euro area at the end
of November 2008. Liabilities are calculated using
the projected unit credit method based on an autho-
rized actuary’s calculation.

(i) Short-term employee earnings

Liabilities from short-term employee earnings are
measured on an undiscounted basis and are recog-
nized as expenses as soon as the work performed by
an employee and related to the short-term earning is
completed. The liability is recognized in the amount
that is expected to be paid out as a premium in

the twelve months following the period in which

the work was performed, or as part of a profit dis-
tribution scheme, if the company is liable for such
payments based on a present legal or constructive
obligation for the work performed by the employee,
and if the liability can be measured reliably.
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(i) Provisions

Provisions are recognized if the company has a
present legal or constructive obligation as a result
of a past event which can be measured reliably, and
it is probable that an outflow of economic benefits
will be required to settle the obligation. Provisions
are determined by discounting expected future cash
flows at a pre-tax rate that reflects current market
assessments of the time value of money and, where
appropriate, the risks specific to the liability.

(k) Revenues

Revenues from goods sold

Revenues from goods sold are recognized at the fair
value of payments received or the receivables sold,
reduced by returns, resale rebates, and quantity
discounts. Revenues from sales are recognized at
the moment when risks and benefits connected with
the ownership of assets are transferred to the buyer,
when the payment and the associated costs or the
possibility of returning the products are certain,
when the company ceases to have effective control
over the goods sold, and when the amount of rev-
enues can be measured reliably.

Revenues from sale of services

Revenues from sale of services are recognized in the
profit and loss account by reference to the stage of
completion of the transaction at the reporting date.
The stage of completion is assessed by reference to
surveys of the work performed.

Commission

If the company acts as an intermediary in a transac-
tion, instead as a parent company, the resulting net
commission is stated as revenue.

Revenues from rents
Revenues from rents are recognized on a straight-
line basis over the term of lease.



ANNUAL REPORT ACCOUNTING REPORT GEN-I, D.0.O. FOR THE 2008 BUSINESS YEAR

Financial revenues and financial expenses

Financial revenues include interest from invest-
ments, changes in the fair value of financial assets
at fair value reported in the profit and loss account,
and profits from hedging instruments reported in
the profit and loss statement. Interest revenues are
recognized in the profit and loss account at the time
of their occurrence, using the effective interest rate
method.

Financial expenses include borrowing costs, chang-
es in the fair value of financial assets at fair value
reported in the profit and loss account, losses from
impairments of financial assets, and losses from
hedging instruments recognized in the profit and
loss account. Borrowing costs are recognized in the
profit and loss statement using the effective interest
rate method.

Profit and loss from exchange rate differences is
recognized in its net amount.
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(I) Income tax

Income tax on the profit or loss in the business year
includes current and deferred tax. Income tax is rec-
ognized in the profit and loss account except where
it relates to items recognized directly in equity, in
which case it is recognized in equity.

Current tax is the expected tax payable on the tax-
able revenue for the business year, using tax rates
enacted at the reporting date, and any adjustment to
tax payable in respect of previous years.

Deferred tax is disclosed using the balance sheet
liability method, which allows for temporary differen-
ces between the carrying value of assets and liabiliti-
es for financial reporting and for taxation purposes.

A deferred tax receivable is recognized to the extent
that it is probable that future taxable profits, against
which the receivable can be utilized, will be avail-
able. Deferred tax receivables are reduced by the
amount of tax benefits that are not expected to be
realized.

(m) Segment reporting

Segments are identifiable parts of the company

that deal with products and services (business
segments) or products and services in a particular
economic environment (geographical segments),
that are subject to risks and generate yields different
from those in other segments.

The company has no defined geographical or busi-
ness segments.
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(n) New standards and interpretations that have not
come into force

Many new standards, amendments, and interpreta-
tions of standards for the business year ended on
December 31%, 2008 have not yet come into force
and were not considered in the preparation of the
company’s consolidated financial statements:

o IFRS 8 Operating segments (in effect since January
1%, 2009) introduces the so-called “management
approach” into segment reporting. IFRS 8, which
will have to be applied to the company’s 2009
financial reports, requires identification of opera-
ting segments based on internal reports that are
regularly reviewed by the entity’s chief operating
decision maker in order to allocate resources to
the segment and assess its performance. The com-
pany does not currently state segment information
by geographical and business segments.

Revised IAS 23 Borrowing costs (in effect since
January 1%, 2009) According to this revised stan-
dard, borrowing costs should no longer be reco-
gnized as expenses; the standard requires that
borrowing costs which can be directly attributed
to the acquisition, construction, or production of a
qualifying asset be capitalized as part of the asset’s
acquisition value. The revised IAS 23 will have to
be applied to the company’s consolidated financial
statements for the 2009 business year, affecting

a change in its accounting policies. The company
will apply the revised IAS 23 to assets for which
cost capitalization initiates on the date the change
becomes effective or later.

Amendments to IFRS 2 Share-based payment (in
effect since January 1%, 2009) provide clarification
on vesting conditions and how to account for
non-vesting conditions. Non-vesting conditions
must be reflected in the fair value on grant date;
failure to meet the non-vesting conditions will be
treated as a cancellation. Amendments to IFRS 2
do not have a significant effect on the company’s
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operations as it does not use a share-based benefit
system.

Revised IFRS 3 Business combinations (effective
July 1¢t,2009). The scope of the revised standard
has been modified and the definition of the term
“transaction” widened. The revised standard inclu-
des a number of other changes, such as:

All payment components transferred by the acqui-
rer are measured and recognized at fair value at
the acquisition date, including contingent amo-
unts.

Subsequent changes in contingent amounts are
recognized in the profit and loss account.

Transfer costs excluding share and debt instru-
ment emission costs are classified as expenses on
the day of their occurrence.

The acquirer may choose to measure any non-con-
trolling share at fair value at the acquisition date
(total value of goodwill) or at its proportionate
share in the fair value of the identifiable assets and
liabilities of the acquiree.

The revised IFRS 3 has no influence on the
company’s operations because it does not have
shares in subsidiaries that are affected by this
revision.

Amendments to IAS 1 Presentation of financial
statements (in effect since January 1%, 2009). The
revised standard requires information in financial
statements to be aggregated on the basis of sha-
red characteristics and introduces a “statement

of comprehensive income”. Items of income and
expense and components of other comprehensive
income are either presented in a single statement
of comprehensive income (income statement and
all non-owner changes in equity together) or in two
separate statements (a separate income statement
followed by a statement of comprehensive inco-
me). In its 2009 financial statements the company
will use two separate statements.
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o Amendments to IAS 27 Consolidated and separate
financial statements (in effect since January 1+,
2009). The main changes include the removal of
the cost method definition from IAS 27; instead,
all dividends from subsidiaries, jointly controlled
companies, or associates are recognized as reve-
nues in the separate financial statements of the
investor when the right to receive dividends is
established. The revised IAS 27 does not have any
effect because the financial statements reported
here are consolidated statements. Amendments
will affect the separate financial statements as divi-
dends will be recognized before they are paid out.

Revised IAS 27 Consolidated and separate financial
statements (effective July 1%, 2009). In the revised
standard, the term “minority interest” is replaced
with the term “non-controlling interest”, which is
defined as “equity interest in controlled company
that is not owned, directly or indirectly by the con-
trolling company”. In addition, the revised stan-
dard changes the way non-controlling interests are
treated, the loss of control over the subsidiary, and
the division of profit or loss and total profits be-
tween the controlling and non-controlling interest.
The company has not yet fully analyzed the effects
of this revision.

Amendments to IAS 32 Financial instruments:

Recognition and IAS 1 Presentation of financial
statements (in effect since January 1%, 2009). The
revision introduces an exception to the principle
used in IAS 32 to classify instruments as equity;
the amendments allow certain marketable instru-
ments issued by the company and normally classi-
fied as liability to be classified as equity, but only if
certain conditions are met. These amendments do
not have any effect on the company because it has
never issued marketable instruments.
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o Amendment to IAS 39 Financial instruments: Re-
cognition and measuring (effective July 1%, 2009).
The revised standard specifies the use of existing
principles which determine whether or not special
forms of cash flow risks or parts of cash flow may
reflect hedge relationships. In order to do that, ri-
sks or parts must be measured and recognized se-
parately, although inflation can only be determined
under limited circumstances. The company has
not yet fully analyzed the effects of this revision.

IFRIC 13 Customer loyalty programs (in effect
since July 1%, 2008) addresses accounting by entiti-
es that implement or take part in customer loyalty
programs. It applies to customer loyalty programs
where customers are granted awards, such as free
or discounted goods or services. It is expected that
the company will apply IFRIC 13 to its 2009 financi-
al statements.
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IV.5.4 DETERMINING FAIR VALUE

In accordance with the company’s accounting poli-
cies, a measurement of the fair value of both finan-
cial and non-financial assets and liabilities is neces-
sary in several instances. The fair value of individual
asset groups for accounting and reporting purposes
was determined using the methods described fur-
ther on. Where additional expalnations regarding
the assumptions used to determine fair value are
necessary, they are given in the breakdown of the
company’s individual assets or liabilities.

(a) Tangible fixed assets

The fair value of tangible fixed assets from business
combinations is equal to their market value. The

market value of plant, equipment, and small tools is
based on the quoted market price of similar objects.

(b) Intangible assets

The fair value of other intangible assets is deter-
mined as the present value of projected future cash
flows that are expected to arise from the use or po-
tential sale of the assets.

(c) Operating and other receivables
The fair value of operating and other receivables
is equal to the carrying value of future cash flows,

discounted using the market interest rate at the
reporting date.
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(d) Derivative instruments

The fair value of forward contracts is equal to their
quoted market price at the reporting date if the
market price is available. If the market price is not
available, fair value is determined as the difference
between the contractual value of the forward con-
tract and its current bid value, taking into account
the remaining maturity of the contract and using the
risk-free interest rate (based on government bonds).

(e) Non-derivative financial liabilities

Fair value for reporting purposes is calculated based
on the present value of future principal and interest
payments, discounted at the market interest rate on
the reporting date.
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IV.5.5 RISk MANAGEMENT

GEN-I's prudent approach to risk management helps the Group maintain its high level of operational qual-
ity and is crucial for attaining its business goals. The use of standard methodology and risk management
procedures enables quality risk assessment, timely responses, and minimum exposure of the GEN-I Group
to major risks. A detailed description of individual risks and the appropriate risk management procedures

is available in the business report.
IV.5.6 SEGMENT REPORTING

The Group had no defined geographical or business segments in 2008 and therefore does not use se-

gment reporting.

IV.5.7 APPENDIXES WITH NOTES

Explanatory note 1: Intangible assets

Figures in €

Intangible assets 31 Dec Portion 31 Dec Portion
2008 (%) 2007 (%)

Long-term deferred operating costs 153,244 32.1 83,749 27.2

Other intangible assets 324,246 67.9 194,954 63.2

Intangible assets under construction and

development and advances 0 0.0 29,430 9.6

Total intangible assets 477,490 100.0 308,133 100.0

Intangible assets in the amount of EUR 477,490 include:
« Investments in tangible fixed assets owned by other entities (commercial premises) in the amount of

EUR 153,244;

« Information technology and licenses in the amount of EUR 324,246 (mainly specialized software for elec-

tricity trading and sales).

Changes in intangible assets in 2007

Figures in €
Intangible assets Long-term Other Intangible assets Total
deferred intangible  under construction
operating costs assets and development and
advances
PURCHASE VALUE
Balance at 1 Jan 2007 542 279,636 0 280,179
Other acquisitions 94,268 32,840 29,430 156,537
Balance at 31 Dec 2007 94,810 312,476 29,430 436,716
ALLOWANCE
Balance at 1 Jan 2007 0 53,422 0 53,422
Depreciation expenses 11,061 64,100 0 75,162
Balance at 31 Dec 2007 11,061 117,522 0 128,584
Carrying amount at 1 Jan 2007 542 226,214 0 226,757
Carrying amount at 31 Dec 2007 83,749 194,954 29,430 308,133
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Changes in intangible assets in 2008

Figures in €
Intangible assets Long-term Other Intangible assets under Total
deferred intangible construction and

operating costs development and advances
PURCHASE VALUE
Balance at 1 Jan 2008 94810 312,476 29,430 436,716
Other acquisitions 97,402 217,802 0 315,204
Other transfers 0 29,430 -29,430 0
Balance at 31 Dec 2008 192,212 559,708 0 751,920
ALLOWANCE
Balance at 1 Jan 2008 11,061 117,522 0 128,583
Depreciation expenses 27,907 117,940 0 145,847
Balance at 31 Dec 2008 38,968 235,462 0 274,430
Carrying amount at 1 Jan 2008 83,749 194,954 29,430 308,133
Carrying amount at 31 Dec 2008 153,244 324,246 0 477,490

The EUR 315,204 increase in intangible non-current assets was a result of investments in tangible fixed as-
sets owned by other entities in the amount of EUR 97,402 (commercial premises) and other intangible fixed
assets in the amount of EUR 217,802 (mainly purchases of specialized software for electricity trading and

sales).

Other explanatory notes of intangible assets
Figuresin €

Depreciation/amortization per asset class

Generated

from 1 Jan to 31 Dec

Generated

from 1 Jan to 31 Dec

2008 2007

Long-term deferred operating costs 27,907 11,061
Other intangible assets 117,940 64,101
Total 145,847 75,162
Explanatory note 2: Property, plant, and equipment
Figures in €
Property, plant, and equipment 31 Dec Portion 31 Dec Portion

2008 (%) 2007 (%)
Other plant and equipment 307,089 100.0 236,068 90.1
Property, plant, and equipment under
construction 0 0.0 25,895 9.9
Total property, plant, and equipment 307,089 100.0 261,963 100.0
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Tangible fixed assets totaled EUR 307,089 and included purchases of:

« Office furniture and equipment in the amount of EUR 256,223

« A company vehicle in the amount of EUR 10,936

« Technical equipment and tools in the amount of EUR 39,930

Changes in 2007

Figures in €
Property, plant, and equipment Other plant  Property, plant, and Total
and equipment equipment under
construction and in
production
PURCHASE VALUE
Balance at 1 Jan 2007 47,025 0 47,025
Other acquisitions 245,981 25,895 271,876
Disposals -3,904 0 -3,904
Balance at 31 Dec 2007 289,102 25,895 314,997
ALLOWANCE
Balance at 1 Jan 2007 20,748 0 20,748
Disposals -2,765 0 -2,765
Depreciation expenses 35,051 0 35,051
Balance at 31 Dec 2007 53,034 0 53,034
Carrying amount at 1 Jan 2007 26,277 0 26,277
Carrying amount at 31 Dec 2007 236,068 25,895 261,963
Changes in 2008
Figures in €
Property, plant, and equipment Other plant  Property, plant, and Total
and equipment equipment under
construction and in
production
PURCHASE VALUE
Balance at 1 Jan 2008 289,102 25,895 314,997
Other acquisitions 161,893 -25,895 135,998
Balance at 31 Dec 2008 450,995 0 450,995
ALLOWANCE
Balance at 1 Jan 2008 53,034 0 53,034
Depreciation expenses 90,872 0 90,872
Balance at 31 Dec 2008 143,906 0 143,906
Carrying amount at 1 Jan 2008 236,068 25,895 261,963
Carrying amount at 31 Dec 2008 307,089 0 307,089
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Investments in equipment totaled EUR 135,998 in 2008 and included purchases of:
« Office furniture in the amount of EUR 68,258

« Technical equipment in the amount of EUR 14,636

« Other equipment in the amount of EUR 53,104

Explanatory note 3: Investments in subsidiaries

Figures in €

Group companies

% Ownership

Investment value Equity of subsidiary

Equity of owner

Assets of subsidiary

31 Dec 31Dec 31Dec 31Dec 31 Dec 31Dec 31Dec 31Dec 31 Dec 31 Dec
2008 2007 2008 2007 2008 2007 2008 2007 2008 2007
GEN-I d.o.o. 100.00% 100.00% 150,000 10,000 4,241,472 792,822 138,327 10,000 25,157,300 7,799,142
Beograd
GEN-I Zagreb d.o.0. 100.00% 100.00% 2,724 2,724 119,819 2,724 2,719 2,724 9,007,643 4,666,503
GEN-I Budapest Kft. 100.00% 100.00% 203,915 203,915 1,298,760 168,372 187,477 197,021 12,528,817 928,659
GEN-I, d.o.o. 100.00% 512,847 0 511,292 0 511,292 0 522,973 0
Sarajevo
GEN-I DOOEL 100.00% 20,000 0 -35,032 0 20,271 0 16,448 0
Skopje
Total 889,486 216,639 6,136,311 963,918 860,086 209,745 47,233,181 13,394,304
Group companies Subsidiary’s Subsidiary’s  Net profit or loss Number of
liabilities revenues  of the subsidiary employees
at the subsidiary
31 Dec 31 Dec 31 Dec 31 Dec 31Dec 31Dec 31Dec 31 Dec
2008 2007 2008 2007 2008 2007 2008 2007
GEN-I d.o.o. 20,915,828 7,006,320 77,942,238 23,854,915 3,710,248 778,473 2 1
Beograd
GEN-I Zagreb d.o.o. 8,887,823 4,610,290 18,120,249 12,361,891 91,546 47,563 1 1
GEN-I Budapest Kft. 11,230,058 0 42,813,402 151,069 1,207,297 -28,649 1
GEN-I, d.o.o. 11,681 0 0 0 0 0 1
Sarajevo
GEN-1 DOOEL 51,950 0 0 0 -54,780 0 1 0
Skopje
Total 41,097,340 11,616,610 138,875,889 36,367,875 4,954,311 797,387 6 2

In 2008, investments in subsidiaries increased by EUR 672,847 or 310% compared to the previous year
due to setting up the subsidiaries GEN-I, d.o.o. Sarajevo and GEN-I DOOEL Skopje. The other two new
subsidiaries, Gen-| Tirana Sh.p.k. and Gen-I Athens SMLLC (both fully owned by GEN-I, d.o.0.), were only
registered with local authorities; immediate equity payments were not necessary.
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Figures in €

Interests in subsidaries 2008 2007
Opening balance at 1 Jan 216,639 12,723
Investments in subsidiaries 672,847 203,916
Closing balance at 31 Dec 889,486 216,639

Explanatory note 4: Non-current operating receivables and loans
Changes in non-current operating receivables

Figures in €

Changes in non-current operating receivables Operating receivables from others
2008 2007

Opening balance at 1 Jan 50,075 50,075

Closing balance at 31 Dec 50,075 50,075

Non-current operating receivables include a long-term deposit paid to the electricity exchange operator
Borzen, organizator trga z elektri¢no energijo, d.o.o.

Explanatory note 5: Operating receivables

Figures in €
Operating receivables 31 Dec Portion 31 Dec Portion
2008 (%) 2007 (%)
Receivables from customers - 12,104,515 15.5 7,178,515 22.5
subsidiaries
Receivables from customers - others 49,419,947 63.2 15,628,483 48.9
Receivables from customers 61,524,462 78.7 22,806,998 71.4
Interest receivables from subsidiaries 89,441 0.1 14,378 0.0
Interest receivables from others 65,175 0.1 440 0.0
Interest receivables 154,616 0.2 14,818 0.0
Other operating receivables 12,665,988 16.2 3,221,428 10.1
Receivables from operations on third- 521 0.0 0 0.0
party account
Advances paid 2,966,781 3.8 755,399 24
Short-term deferred costs and/or 346,399 0.4 2,361,657 7.4
expenses
Short-term accrued revenues 548,525 0.7 2,795,278 8.7
Total operating receivables 78,207,292 100.00 31,955,578 100.00

Receivables from customers resulting from regular operations accounted for the largest share in operating
receivables.
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Most customers settled their receivables by the contractually agreed dates or with a slight delay. In the
case of late payment, domestic and foreign customers were charged late payment interest at a contractual-
ly defined rate. With the exception of doubtful and disputed receivables, most of the company’s outstand-
ing receivables were settled by the time this report was prepared.

Receivables from customers that purchase electricity and cross-border capacity rights based on annual
contracts are usually secured with bills of exchange or bank guarantees. These securities are used for re-
ceivables that exceed the limits set for individual customers. Receivables from customers that have signed
EFET agreements with GEN-| are well-defined in these agreements. In some cases, the company does not
request any security for its receivables because of the customers’ strategic position and/or financial stabil-

ity.

Impairment of receivables
Figuresin €

Impairment of receivables in Total Receivables Receivables
compliance with accounting  outstanding not yet due due
policies receivables

31 Dec 31Dec  Upto90 91to 180 181to360 Over 360

2008 2008 days days days days

Current trade receivables 61,744,513 47,705,061 9,234,072 4,442,341 310,206 52,834
Other current receivables 12,821,125 12,808,658 0 0 0 12,467
Current advances receivables 2,966,782 563,264 1,219,189 1,123,500 50,000 10,828
Total current receivables 77,532,420 61,076,983 10,453,261 5,565,841 360,206 76,129
Impairment of receivables 220,051 0 16,634 142,227 60,750 440
Doubtful and disputed 57,091 0 23 492 14,187 42,389
receivables
Impairment of doubtful and 57,091 0 23 492 14,187 42,389
disputed receivables
Total receivables 77,589,511 61,076,983 10,453,284 5,566,332 374,393 118,518
Total impairment of assets 277,142 0 16,657 142,719 74,937 42,829

In 2008, the company classified EUR 277,142 of its receivables as doubtful or disputed. It also initiated
court action to collect debt or filed insolvency or liquidation procedures for receivables in the amount of
EUR 57,091 and stated them separately. The remaining disputed receivables refer to outstanding receiv-
ables in the amount of EUR 220,051; based on information regarding the debtor’s difficult solvency situa-
tion, the company does not expect to collect these amounts.
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Changes in impairment of receivables

Figures in €
Impairment of receivables in compliance Impairment Increase of  Receivables Impairment
with the company’s accounting policies impairment write-off
Balance at 1 Jan Generated Balance at 31 Dec
2008 from 1 )an to 31 Dec 2008 2008
Current trade receivables 0 218,201 1,850 220,051
Doubtful and disputed receivables 0 57,091 0 57,091
Total 0 275,292 1,850 277,142
Figures in €
Current receivables 31 Dec 2008 31 Dec 2007
Gross  Impairment of Carrying Carrying amount
amount receivables amount
Current trade receivables 61,744,513 -220,051 61,524,462 22,806,998
Other current receivables 12,821,125 0 12,821,125 3,236,246
Current advances receivables 2,966,782 0 2,966,782 755,399
Doubtful and disputed receivables 57,091 -57,091 0 0
Total 77,589,511 -277,142 77,312,369 26,798,643

The company impaired doubtful and disputed receivables in the amount of EUR 277,142. Impaired receiv-
ables from customers accounted for 0.3% of all current operating receivables.

Advances

Figures in €

Advances paid 31 Dec 2008 31 Dec 2007
Other advances 2,966,781 755,399
Total advances paid 2,966,781 755,399

The company’s current advances include:

« Advances for current assets in the amount of EUR 829,311;

« Current deposits paid in the amount of EUR 2,137,470 (cross-border capacity rights auctions, a securi-
ty deposit for a part of basic trading infrastructure on the German energy exchange (European Energy
Exchange AG) and the ltalian electricity exchange (GME — Gestore del Mercato Elettrico SpA)).
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Explanatory note 6: Loans granted
Figures in €

Loans granted 31 Dec Share 31 Dec Share

2008 (%) 2007 (%)
Loans to subsidiaries 2,908,985 53.8 2,680,180 100.0
Loans to others 2,500,000 46.2 0 0.0
Total current investments 5,408,985 100.0 2,680,180 100.0

and loans

Current loans in the amount of EUR 5,408,985 refer to loans granted to the following affiliates:

« Istrabenz Gorenje, d.o.o. in the amount of EUR 2,500,000

« GEN-I Zagreb d.o.o. in the amount of EUR 60,000

« GEN-I d.o.0. Beograd in the amount of EUR 1,100,000
« GEN-I Budapest Kft. in the amount of EUR 1,706,450

« GEN-I DOOEL Skopje in the amount of EUR 42,535

The interest rate charged on Istrabenz Gorenje d.o.0.’s loan was equal to the interest rate on loans to affili-
ates defined by the Rules on the recognized rate of interest (Official Gazette of the Republic of Slovenia no.
141/2006 dated December 30*, 2006). Interest rates used for other loans were determined in individual

loan agreements.

Changes in loans
Figuresin €

Changes in loans

Loans to subsidiaries

Loans to others

2008 2007 2008 2007
Opening balance at 1 Jan 2,680,180 359,998 0 0
Increase - approvals 6,857,805 2,891,182 2,500,000 0
Repayments - decreases -6,629,000 -571,000 0 0
Closing balance at 31 Dec 2,908,985 2,680,180 2,500,000 0
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Explanatory note 7: Interest and maturity of loans

Figures in €
Loans and deposits Currency 31 Dec 31 Dec 6To 12 Year of maturity of Effective
2007 2008 months the last installment interest rate:
fixed
GEN-l d.o.o. Beograd  EUR 129,000 1,100,000 1,100,000 2008 0.0000
GEN-I Zagreb d.o.o. EUR 10,000 10,000 10,000 2009 3.0500
GEN-| Zagreb d.o.o. EUR 50,000 50,000 50,000 2009 4.0300
GEN-I Budapest Kft. EUR 591,180 591,180 591,180 2009 5.4500
GEN-I Budapest Kft. EUR 0 1,115,270 1,115,270 2009 5.3790
GEN-I DOOEL Skopje EUR 0 42,535 42,535 2009 6.5000
Istrabenz Gorenje d.o.o. EUR 1,900,000 2,500,000 2,500,000 2009 6.1710
Total loans granted and 2,680,180 5,408,985 5,408,985
deposits

Explanatory note 8: Cash and cash equivalents

Figures in €

Cash and cash equivalents 31 Dec 2008 31 Dec 2007
Bank account balances 2,233,023 2,393,701
Cash in hand 177 21
Cash and cash equivalents 2,233,200 2,393,722
Total 2,233,200 2,393,722

The company’s cash and cash equivalents include cash in hand, bank account balances, and call deposits
with commercial banks. The carrying value of cash and cash equivalents equals their initial nominal value
and, in the case of foreign currencies, may change in time due to exchange rate fluctuations.

Explanatory note 9: Equity and reserves

Equity and capital reserves consist of monetary contributions by owners of controlling companies and
amounts that appear during current operations that belong to owners.

Reserves

Figures in €

Reserves 31 Dec 2008 31 Dec 2007
Legal reserves 488,192 227,390
Total 488,192 227,390

In line with provisions of the Companies Act (Official Gazette of the Republic of Slovenia no. 42/2006 dated
April 19, 2006), the company transferred EUR 260,802 of its net profit generated in the business year to
legal reserves, increasing the balance of legal reserves as of December 31, 2008 to EUR 488,192.
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Retained earnings

In the 2008 business year, all profits from the previous year (EUR 2,628,199) were paid out to shareholders

following a decision of the shareholder meeting that was held in April 2008.

Net profit in the business year amounted to EUR 5,216,024. In accordance with the law, a part of the net
profit was used for creating legal reserves in the amount of EUR 260,802. Retained (distributable) profits
as of December 31¢, 2008 amounted to EUR 4,955,222 and included only profits from the 2008 business

year.
Figures in €

Retained earnings 31 Dec 2008 31 Dec 2007
Net profit or loss for the period 4,955,222 2,628,199
Total 4,955,222 2,628,199

Based on Article 20 of the Memorandum of Association and Article 494 of the Companies Act, the com-
pany management submitted a proposal to the shareholder meeting, requesting that the entire distribut-
able profit from the 2008 business year in the amount of EUR 4,955,222 be distributed to shareholders as

follows:

50% or EUR 2,477,611 of the distributable profit to Istrabenz Gorenje, d.o.o.
50% or EUR 2,477,611 of the distributable profit to GEN energija, d.o.o.

Explanatory note 10: Non-current provisions

2007
Figuresin €

Provisions

Provisions for severance payments
and long-service bonuses

Total provisions

Balance at 1 Jan 2007
Setting-up of provisions
Balance at 31 Dec 2007

Of which non-current

28,226

7,875
36,101
36,101

28,226
7,875
36,101
0

Figuresin €

Provisions

Provisions for severance payments
and long-service bonuses

Total provisions

Balance at 1 Jan 2008
Setting-up of provisions
Balance at 31 Dec 2008

Of which non-current

36,101

8,544
44,645
44,645

36,101
8,544
44,645
0
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The company created provisions for severance payments and long-service bonuses based on the current
value of its liabilities to employees. The amount of non-current provisions was determined based on an au-
thorized actuary’s calculation. As of December 31%, 2008, the company’s non-current provisions amounted
to EUR 44,645.

Changes in non-current provisions

Figures in €
Provisions Provisions for severance payments and long-service bonuses
2008 2007

Opening balance at 1 Jan 36,101 28,226
Setting-up of provisions 8,544 7,875
Closing balance at 31 Dec 44,645 36,101
Of which non-current 44,645 36,101
Explanatory note 11: Deferred taxes
Figures in €
Deferred taxes relating to Receivables Liabilities Net result

2008 2007 2008 2007 2008 2007
Property, plant, and 23,542 12,356 0 0 23,542 12,356
equipment
Provisions for severance 8,469 7,076 0 0 8,469 7,076
payments and long-service
bonuses
Deferred tax assets (liabilities) 32,01 19,432 0 0 32,01 19,432
Net deferred tax assets 32,011 19,432 0 0 32,011 19,432
(liabilities)

Deferred taxes account for the temporary difference between the carrying value of assets and liabilities for
financial reporting and for taxation purposes. The deferred tax receivables stated in this report refer to the
corporate income tax calculated based on temporary deductible differences, resulting in lower payments in
future periods.

All of the company’s deferred tax receivables are recognized in the profit and loss account. In 2008, the

company recorded an increase in deferred tax receivables based on the following changes:

« Non-deductible tax provisions in the amount of 50% were created for severance payments and long-ser-
vice bonuses;

« Provisions were created for the depreciation of fixed assets for which depreciation exceeded the amount
deductible for tax purposes.
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Changes in temporary differences

Figures in €

Changes in temporary differences 31 Dec Disclosed in the profit 31 Dec
in the period 2007 and loss account 2008
Intangible assets 12,356 11,186 23,542
Provisions for severance payments 7,076 1,393 8,469
and long-service bonuses

Total 19,432 12,579 32,011

As of December 31¢, 2008, the company had EUR 32,011 in deferred receivables from taxes, comprising
temporary differences from intangible non-current assets in the amount of EUR 23,542 and provisions for

severance payments and long-service bonuses in the amount of EUR 8,469.

Explanatory note 12: Current financial liabilities
Figures in €

Current financial liabilities 31 Dec 2008 Portion (%) 31 Dec 2007 Portion (%)
Loans from banks 14,082,098 100.0 4,655,000 99.6
Other financial liabilities 2,953 0.0 18,731 0.4
Total current financial liabilities 14,085,051 100.0 4,673,731 100.0

Current financial liabilities to banks in the amount of EUR 14,082,098 include short-term revolving loans
with maturity periods of up to one year received from Slovene commercial banks; the company’s short-

term loan with a three-month maturity period is not included in this amount. The applicable interest rate

for loans received was one-month or three-month EURIBOR with a minimal margin.

The company’s other financial liabilities for interest totaled EUR 2,953.

Changes in current financial liabilities

Figures in €

Changes in current financial liabilities Loans from banks Other financial liabilities
2008 2007 2008 2007

Opening balance at 1 Jan 4,655,000 313,946 18,731 0

New loans — increase 9,427,098 4,341,054 -15,778 18,731

Closing balance at 31 Dec 14,082,098 4,655,000 2,953 18,731

In 2008, the company’s financial liabilities for loans received increased by EUR 9,427,098 and its other
financial liabilities decreased by EUR 15,778 compared to the year before.
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Explanatory note 13: Current operating liabilities
Figures in €

Current operating liabilities 31 Dec Portion 31 Dec Portion
2008 (%) 2007 (%)
Current advances payable 884,072 1.5 74,104 0.3
Current trade payables 31,692,606 52.8 11,846,360 53.1
Current trade payables to subsidiaries 15,189,961 25.3 9,156,500 41.0
Current payables from operations for 535 0.0 263 0.0
third-party account
Current payables to employees 238,602 0.4 156,908 0.7
Current payables to state and other 11,158,923 18.5 505,039 2.2
institutions
Current payables to others 9,046 0.0 58,373 0.3
Current payables 59,173,745 98.5 21,797,547 97.6
Accrued costs and deferred revenue 885,973 1.5 526,352 24
Current operating liabilities 60,059,718 100.0 22,323,899 100.0

Current advances payable refer to advances received for electricity sales to domestic and foreign entities.

Current trade payables mainly include current liabilities to electricity suppliers and electricity-related vari-

able costs.

Current trade payables to subsidiaries include liabilities for electricity purchased and services rendered.

Current payables to employees comprise liabilities for December salaries and other employee earnings.

Current payables to state and other institutions include liabilities for VAT payments, excise duties, health
and pension contributions for December salaries, and contributions for other employee earnings payable

by the employer.
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Accrued costs and deferred revenues

Figures in €

Accrued costs and deferred revenues 31 Dec Portion 31 Dec Portion
2008 (%) 2007 (%)

Short-term accrued costs 885,973 100.0 526,352 100.0

Total 885,973 100.0 526,352 100.0

Accrued costs and deferred revenues include only accrued costs or expenses in the amount of EUR

885,973. Although the company had not received invoices for these costs by the time the financial state-

ments were prepared, they were still considered in the statements based on contracts signed in 2008.

Accrued costs included:

« Green certificate purchases in the amount of EUR 174,476

« Electricity purchases in the amount of EUR 61,963

« Expenses arising from differences between the expected electricity supply and consumption according to
schedules and actual realization in the amount of EUR 362,897

« Consulting services in the amount of EUR 26,200

« VAT on advances paid in the amount of EUR 94,512

« Cross-border transfer capacity purchases in the amount of EUR 124,574

« Software and computer equipment maintenance costs in the amount of EUR 37,961

« Other operating expenses in the amount of EUR 3,390

Explanatory note 14: Contingent liabilities

Figures in €

Contingent liabilities 31 Dec 2008 31 Dec 2007
Guarantees and securities - others 23,882,166 24,264,113
Guarantees and securities - subsidiaries 1,038,000 4,001,127
Total 24,920,166 28,265,240

The company’s off-balance sheet items include payment guarantee instruments (bank guarantees issued
and received).

Bank guarantees and securities include payment guarantees, performance guarantees, and tender guaran-
tees. Securities issued to subsidiaries refer to securities for timely and reliable payment.
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Explanatory note 15: Cost and maturity of loans

Figures in €
Liabilities at the last o ‘63
9 N day after maturity %‘ < g . %
[a] (= >~_E < © 5
= v > - n = =2 = s S
CE s w 7 g © @ ~g 2% g ] Bc
S = g 2~ ? 0 28 f= —¥ _ S.£ € = 5 g
g5 E sg 28 S oo 25 §E4 s 2 ¢ 2
i .2 V] a £ S D E oE Y%= zg £ o .
Loans from € 0 2,000,000 2,000,000 2009 1M EURIBOR 2,000,000 10 blank
banks (NLB) +2.25% bills of
exchange,
guarantee
Loans from € 4,279,711 274,568 3,609,330 3,609,330 2009 3M EURIBOR 3,609,330 10 blank
banks (HYPO) +1.45% bills of
exchange
Loans from € 394,020 282,820 8,475,721 8,475,721 2009 TM EURIBOR 8,475,721 10 blank
banks (NLB) +1.6% bills of
exchange
Total financial 4,673,731 557,388 14,085,051 2,000,000 12,085,051 14,085,051 0
liabilities
Explanatory note 16: Fair values
Figures in €
Fair values 31 Dec 2008 31 Dec 2007
Carrying Fair value Carrying Fair value
amount amount
Non-current financial receivables 7,200 7,200 3,600 3,600
Non-current operating receivables 50,075 50,075 50,075 50,075
Current loans 5,408,985 5,408,985 2,680,180 2,680,180
Operating receivables 78,207,292 78,207,292 31,955,578 31,955,578
Cash and cash equivalents 2,233,200 2,233,200 2,393,722 2,393,722
Liabilities for loans at variable interest
rates -14,085,051 -14,085,051 -4,673,731 -4,673,731
Current operating liabilities -60,059,718 -60,059,718 -22,323,899 -22,323,899
TOTAL 11,761,983 11,761,983 10,085,525 10,085,525
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Explanatory note 17: Revenues

The company’s revenues include operating, financial, and other revenues.

Operating revenues

Figures in €
Operating revenues Generated Generated
from 1 )Jan to 31 Dec from 1 Jan to 31 Dec
2008 2007
Revenues from sale of services 27,759 573,026
Revenues from rents 11,235 9,060
Revenues from goods and materials sold 320,705,881 148,125,724
Other operating revenues 142,203 0
Total 320,887,078 148,707,810

Revenues from electricity sales in Slovenia and abroad accounted for the majority of the company’s net
sales revenues.

Net sales revenues included sales of goods and materials in:
« Non-EU markets: EUR 19,989,502

« EU markets: EUR 109,591,915

« Slovenia: EUR 191,124,464

Revenues from rents totaled EUR 11,235 and revenues from services totaled EUR 27,759.
Other operating revenues included the reversal of provisions and operating revenues from revaluation.

Figuresin €
Revenues generated in Slovenia or abroad Domestic Foreign Total
Generated Generated Generated
from 1 Jan to 31 Dec from 1 Jan to 31 Dec from 1 Jan to 31 Dec
2008 2008 2008
Revenues from sale of services 30 27,729 27,759
Revenues from rents 1,100 10,135 11,235
Revenues from goods and materials sold 191,124,464 129,581,417 320,705,881
Total 191,125,594 129,619,281 320,744,875

In 2008, revenues from goods and materials sold in Slovenia accounted for 59.59% of total revenues, and
revenues from goods and materials sold in foreign markets for 40.40% of all revenues. Revenues from
rents and sale of services in the domestic market were negligible, amounting to just 0.01% of total rev-
enues.
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Other operating revenues

Figures in €

Other operating revenues Generated from 1 Jan to Generated from 1 Jan to
31 Dec 2008 31 Dec 2007

Operating revenues from revaluation 227 0

Other operating revenues 141,976 0

Total 142,203 0

Operating revenues from revaluation amounted to EUR 227 in 2008. Other operating revenues included
the reversal of provisions for cross-border transfer capacities in 2007 in the amount of EUR 141,976.

Expected revenues from rents

Figures in €
Expected revenues from rents Generated f Generated
rom 1 Jan to 31 Dec from 1 Jan to 31 Dec
2008 2007
Expected revenues from rents of up to 1 year 11,236 9,060
Total 11,236 9,060
Explanatory note 18: Cost of goods, materials, and services
Figures in €
Cost of materials Generated Generated
from 1 )Jan to 31 Dec from 1 Jan to 31 Dec
2008 2007
Cost of energy 38,583 8,518
Materials and spare parts 24,964 0
Office supplies 35,382 31,270
Other cost of materials 0 37,840
Total 98,929 77,628

In 2008, the company’s energy costs increased significantly compared to the previous year because of its
increased business volumes. The costs of materials and spare parts also increased, whereas office supplies
costs remained almost unchanged. The company did not incur any other costs of materials in 2008.
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Cost of services

Figures in €
Cost of services Generated Generated
from 1 Jan to 31 Dec from 1 Jan to 31 Dec
2008 2007
Maintenance 26,308 32,113
Rents 473,574 326,166
Bank charges and other fees 228,389 98,928
Intellectual services 530,209 274,851
Outsourcing partners, contractual work, and student 160,925 122,089
temporary work
Advertising, sales promotion, and public relations 98,559 33,620
Insurance 46,709 10,366
Entertainment 35,829 24,102
Cost of employees’ business trips 37,213 42,511
Telecommunications 11,070 4,852
Public utility services 754 385
Safety 0 82
Cleaning 9,781 6,809
Training 27,075 10,955
Other services 327,976 3,398,389
IT costs 152,139 10,908
Total 2,167,010 4,397,126

Costs of rents totaling EUR 473,574 mainly refer to rents paid for company offices, the lease and mainte-

nance of computer equipment, and costs of rental vehicles.

Costs of intellectual services amounted to EUR 530,209 and included human resource services (consult-
ing, selection of candidates), legal and notary fees, auditing and accounting services, actuarial services,

and various training and business consultancy services.

Advertising costs amounted to EUR 98,559 in 2008.

Insurance costs in the amount of EUR 46,709 included insurance premiums for car insurance, additional

insurance for employees, and collective additional pension insurance.

Entertainment costs in 2008 amounted to EUR 35,829.

The company invested EUR 27,075 in training activities for its employees in 2008.
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Costs of outsourcing partners, contractual work, and student temporary work in 2008 totaled EUR 160,925.

Computer services and maintenance costs amounted to EUR 178,947 in 2008.
Bank charges and other fees totaled EUR 228,389 in 2008.

Costs of other services in the amount of EUR 327,976 mainly included membership fees and administra-
tive charges. Compared to 2007, costs of other services decreased significantly, mainly because the com-
pany no longer used priority dispatching services offered by the Ljubljana cogeneration plant (TE-TOL),
which amounted to EUR 2,799,996 in 2007.

Other costs of services amounted to EUR 58,818 and included employees’ business trips, telecommunica-
tion services, public utility services, and training activities.

Costs of the auditing firm KPMG Slovenija, Ljubljana

Figures in €
Costs of auditing services Generated Generated
from 1 Jan to 31 Dec from 1 )Jan to 31 Dec
2008 007
Auditing of annual reports 28,082 11,430
Other cost of auditing 600 1,455
Total 28,682 12,885

Costs of auditing and inspection services include an audit of the company’s annual reports and other
services provided by KPMG Slovenija, podjetje za revidiranje, d.o.o. Costs of annual report audits refer to
2007 and 2008.

Explanatory note 19: Labor costs

Figures in €
Labor cost Generated Generated
from 1 Jan to 31 Dec from 1 )Jan to 31 Dec
2008 2007
Wages and salaries 1,804,818 810,466
Social security contribution 265,293 340,992
Other labor cost 170,123 208,354
Total 2,240,234 1,359,812

Labor costs include wages and salaries, social security contributions, additional pension insurance, and
other labor costs (allowances for meal expenses, transportation costs to and from work, annual leave pay,
long-service bonuses, etc.).

In 2008, GEN-I, d.o.o. calculated labor costs in accordance with the Collective Agreement for the Slovene

Electricity Industry, the company’s current job classification, and individual employment contracts (six of
which were signed in 2008).
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Average number of employees by education level

Average number of employees 2008 2007

by education level

4-year secondary school 10 5

Vocational college 9 2

Bachelor's degree 24 19

Master’s degree 2 2

Doctorate 2 2

Total 47 30

In 2008, the number of employees increased by 56.6% compared to the year before.

Employee benefits

Figures in €

Employee benefits 31 Dec 2008 31 Dec 2007

Liabilities based on actuarial calculations 44,645 36,101

Total 44,645 36,101

Explanatory note 20: Depreciation

Figures in €

Amortization and depreciation Generated Generated
from 1 Jan to 31 Dec from 1 Jan to 31 Dec

2008 2007

Amortization of intangible assets 145,847 75,162

Depreciation of property, plant, and equipment 90,872 35,051

Total 236,719 110,213

Assets are depreciated individually using the straight-line depreciation method and, in the case of some
investments in fixed assets owned by others, using the accelerated depreciation method. In 2008, deprecia-

tion amounted to EUR 236,719.
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Explanatory note 21: Other operating expenses

Figures in €

Other operating expenses Generated Generated
from 1 Jan to 31 Dec from 1 )Jan to 31 Dec

2008 2007

Loss from the sale of fixed assets and intangible 0 339

assets

Donations 4,000 11,654

Setting-up of provisions for severance payments and 8,543 7,876

long-service bonuses

Contributions to political parties, trade unions, etc. 2,000 0

Other operating expenses 127,885 80,247

TOTAL 142,428 100,116

Other operating expenses include membership fees, fixed costs of trading platforms, provisions, and other
expenses.

Explanatory note 22: Financial revenues and expenses

Figures in €
Profit or loss from financing Generated Generated
from 1 Jan to 31 Dec from 1 )Jan to 31 Dec
2008 2007
Interest revenues 455,048 958,823
Net financial revenues 455,048 958,823
Interest expenses -557,487 -3,073,188
Net foreign exchange loss -106 0
Net change (expenses) in fair value of financial -1,882,349 0
assets through P/L
Impairment of receivables -277,142 -1,850
Net financial expenses -2,717,084 -3,075,038
Profit or loss from financing -2,262,036 -2,116,215

The company’s financial revenues from interest amounted to EUR 455,048 and included revenues from
loans and interest on deposits. Expenses from interest to others refer to loans received from banks in the
amount of EUR 557,487.

The net profit or loss from exchange rate differences amounted to a loss of EUR 106.

In addition to bilateral purchase and sale agreements (for electricity delivered at a fixed price that is deter-
mined beforehand), GEN-I, d.o.o. uses various financial instruments to cover open positions in its trading
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portfolio. In 2008, the company’s portfolio again
included EEX futures standardized derivative instru-
ments, which are traded on the German electricity
exchange EEX (European Energy Exchange AG).
Because of the immediate financial settlement,
profit or loss from these instruments is realized at
the time their value changes and not in the period to
which they actually refer.

In order to protect purchase and sale agreements
concluded in the Italian electricity market, the com-
pany signed several bilateral long-term financial
agreements with various ltalian partners, linking
their effect to electricity exchange prices in the rel-
evant ltalian regions. The financial result of these
agreements depended on the difference between
the agreed contractual price and the national price
(PUN) achieved on the Italian electricity exchange
IPEX (GEM - Gestore del Mercato Elettrico SpA). In
this way, the company reduced risks associated with
unforeseen changes in Italian electricity exchange
prices.

The net result from the use of derivative financial
instruments in 2008 was a loss in the amount of
EUR 1,882,349.

Write-offs refer to impairments and write-offs of
receivables due to customers’ inability to settle their
obligations. The company has established criteria
for evaluating individual debtors and the company’s
risk exposure, monitoring them regularly in order to
determine their future status. The company has also
established criteria based on which receivables from
certain debtors are handed over to the unit respon-
sible for disputed receivables. If the company finds
that exposure to individual debtors can be restructu-
red in a satisfactory way, it prepares an appropriate
restructuring plan and then monitors its execution
and results. If debtors file insolvency procedures,
the company makes sure that the relevant depart-
ments and outsourcing partners are involved in the
process of collecting insurance (if the company’s
exposure was insured).

m

Based on internal guidelines, the company has
defined several different impairment categories.

The need for impairment is assessed based on past
experience with individual partners and future expec-
ted inflows from these partners. The company’s
impairment criteria include the following:

« Payments of operating receivables delayed more
than 180 days;

« Publicly known cash flow difficulties;

« Breach of business contracts or conditions;

« Insolvency or other legal procedures that may
result in loss for the company.
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Explanatory note 23: Taxes

Figures in €

Taxes 2008 2007
Current tax 1,578,707 866,642
Deferred tax -12,579 -8,134
Total 1,566,128 858,508

In 2008, the company reported income tax in the amount of EUR 1,578,707 and deferred tax receivables in
the amount of EUR 12,579.

Deferred tax receivables totaling EUR 12,579 include additional provisions for severance payments and
long-service bonuses in the amount of EUR 8,469 and depreciation of intangible fixed assets not recog-
nized for tax purposes in the amount of EUR 4,110. Taxes were calculated using a 21% tax rate applicable
in 2009.

At the balance sheet date, the company recorded a total of EUR 32,011 in deferred tax receivables from the
state.

Figures in €

2008 2007
Gross profit before tax 6,782,152 3,719,192
Applicable tax rate 22% 23%
Income tax at applicable tax rate, prior to changes in 1,492,073 855,414
tax base
Non-deductible expenses 85,170 6,710
Tax reduction -12,266 -7,191
Other differences 1,151 3,575
Effective tax rate 23.09% 23.08%
Current and deferred income tax 1,566,128 858,508
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Transactions with affiliates

Remuneration of management board members

Figures in €

2007

Gross

Remuneration of management board

Fixed part of Variable part of Profit Other  Total

members . . .
remuneration remuneration share remuneration
President of the Management Board 24,000 15,000 27,318 0 66,318
Vice President of the Management 0 14,600 2,276 0 16,876
Board
Member of the Management Board 98,870 0 47,807 5,107 151,783
Responsible for Sales
Member of the Management Board 97,750 0 47,807 7,244 152,802
Responsible for Trading
Total 220,620 29,600 125,208 12,351 387,779
2008 Gross
Remuneration of management Fixed part of Variable part of Profit Other Total
board members . . .
remuneration remuneration share remuneration

President of the Management Board 24,000 64,374 88,374
Vice President of the Management 36,587 36,587
Board
Member of the Management Board 110,077 109,478 4,707 224,262
Responsible for Sales
Member of the Management Board 109,992 109,478 296 219,766
Responsible for Trading
Total 244,069 319,917 0 5003 568,989
Explanatory note 24: Data on groups of persons
Gross earnings in 2007
Figures in €
Data on groups Management Employees under individual
of persons board employment agreements
Wages and salaries 374,333 28,735
Fringe benefits and other remuneration 13,446 144
Total 387,779 28,879

Gross earnings in 2008
Figures in €

Data on groups of persons

Management board

Employees under individual
employment agreements

Wages and salaries
Fringe benefits and other remuneration

Total

203,444
365,545
568,989

175,574
41,773
217,347

3



ANNUAL REPORT ACCOUNTING REPORT GEN-I, D.0.0O. FOR THE 2008 BUSINESS YEAR

IV.5.8 RISK MANAGEMENT

Explanatory note 25: Credit risk

Figures in €
Iltems 31 Dec 2008 31 Dec 2007
Non-current financial assets 27,200 3,600
Non-current operating receivables 50,075 50,075
Current receivables 77,157,752 26,783,825
Current interest receivables 154,616 14,818
Current loans 5,408,985 2,680,180
Cash and cash equivalents 2,233,200 2,393,722
Credit risk by regions in which the company operates
Figures in €
Receivables Carrying amount
2008 2007
Domestic 32,646,576 8,485,559
Euro-zone countries 20,545,808 7,125,078
Countries of the former Yugoslavia 8,332,078 6,176,265
Other regions 0 1,020,096
Total 61,524,462 22,806,998
Credit risk by customers
Figures in €
Receivables Carrying amount
2008 2007
Wholesale customers 49,009,908 18,168,619
Retail customers 12,514,554 4,638,379
Total 61,524,462 22,806,998
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Explanatory note 26: Liquidity risk
2007

Figures in €

Financial liabilities Carrying Contractual Upto6 6to 12
amount cash flows months months

Non-derivative financial liabilities

Secured bank loans 4,655,000 4,673,731 0 4,673,731

Trade and other payables 21,797,549 21,797,549 21,797,549 0

Total 26,452,549 26,471,280 21,797,549 4,673,731

2008

Figures in €

Financial liabilities Carrying Contractual Upto6

amount cash flows months

Non-derivative financial liabilities

Secured bank loans 14,082,098 14,085,051 14,085,051

Trade and other payables 59,173,745 59,173,745 59,173,745

TOTAL 73,255,843 73,255,843 73,258,796

Explanatory note 27: Currency risk

Figuresin €

Receivables, payables 31 Dec 2007

Trade receivables 22,806,998

Secured bank loans -4,655,000

Trade payables -21,002,860

Gross balance sheet exposure -2,850,862

Estimated forecast sales 103,290,853

Estimated forecast purchases -98,140,498

Gross exposure 5,150,355

Net exposure 2,299,493
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Figures in €

Receivables, payables 31 Dec 2008
Trade receivables 61,524,462
Secured bank loans -14,085,051
Trade payables -46,882,567
Gross balance sheet exposure 556,844
Estimated forecast sales 331,784,650
Estimated forecast purchases -321,814,018
Gross exposure 9,970,632
Net exposure 10,527,476

Explanatory note 28: Interest risk
Figures in €

Financial instruments

Carrying amount

2008 2007
Fixed rate instruments
Financial assets 4,308,985 2,551,180
Variable rate instruments
Financial liabilities 14,085,051 4,655,000
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V.6
STATEMENT BY THE MANAGEMENT BOARD

The management board hereby certifies that this annual report and all of its components were prepared
and published in accordance with the Companies Act and the International Financial Reporting Standards.

The management board certifies the financial statements of GEN-I, d.o.o. for the business year that ended
on December 31%, 2008 and the appendixes with notes on the financial statements as defined in the acco-
unting report.

The management board certifies that all relevant accounting principles were consistently used in drafting
the company’s financial statements. Accounting estimates were prepared according to principles of pru-
dence and due diligence. The management certifies that this annual report provides a fair and true account

of GEN-I, d.o.0.’s assets and performance in 2008.

The financial statements with notes were prepared on a going concern basis and in line with the relevant
legislation and International Financial Reporting Standards.

Martin Nov3ak Robert Golob, PhD
Vice President of the Management Board President of the Management Board

{4} 4

Krgko, March 17t 2009
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V.7
CERTIFIED AUDITOR’S REPORT

Independent Auditor’s Report

To the Shareholders of GEN-1, trgovanje in prodaja elektriéne energije, d.o.o.

We have audited the accompanying financial statemendts of the company GEN-l, trgovanje in prodaja
elektridne energije, do.o. Kriko which comprise the balance sheet as at 31 December 2008, the income
statement, the statement of changes in equty, the cash flow statement for the year then ended, and o
summary of significant accounting policies and odher explanatory nates.

Management's responsibility for the financial statements

Management is responsible for the preparstion and fuir presentation of these finoncial statements prepared
in accordance with International Financial Reporting Standards, as adopted by the European Union. This
respensibility includes: designing, implementing and mainizining iniemal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement, whether
due to fraud or ermor; selecting and applying appropriaie sccounting policies; and making accounting
eflimates that are reasonable in (he circumsiances.

Auditor's responsibility

Qur responsibility is to expeess an opinion on these financial staterents based on our oudit. We eonducted
our audit in sccordamce with Internationa] Standards on Auditing. Those standards require that we comply
with ethical requirements and plan and perform the sudil 1o oblain reasonable assuraince whether the
financial statements are free from material misstatement.

An awdit involves procedures 1o obioin audit evidence about the amounts and disclosures i the financial
statemnenits. The procedures selected depend on the auditor’s judgment, including the assessment of the nsks
of missiatements of the financial sistemenis, whether due to fraud or error. In making those risk
assessments, the auditor considers intemal control relevant to the entity's preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriale in the circumstances, but
not for the purpose of expressing an opinion on the elfectiveness of the entity's intermal control. An audit
also includes evaluating the approgristencss of accounting policics used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of the financial
slatermenis.

We believe that the audit evidence we have obdained is sufficient and appropriate to provide a basis for our
audit opinion.
Opinfon

In our opinion, the financial statements present fairly, in oll material respects, the financial position of the
company GEM-1, trgovanje in prodaja elekinéne energije, d.o.o. Krdko as at 31 December 2008, i
financial performance and its cash Mows for the year then ended in accordance with the International
Financinl Reporting Standards as adopted by the European Union.

Report on other legal and regulatery requirements
As required by the Slovenian Companies Act we herewith confirm that the information in the management
repart is in conformity with the accompanying financial statements,

KPMG SLOVENLIA,

podjetje za revidiranje, oo,
Irena Urdig, B.S¢.Ee, Marjan Mahni€, B.5¢.Ec.
Certified Awditor Certified dwditor

Pariner
Ljubljana, 24 Mareh 2000

KPMG Slovenija, doa
a

This guditor®s report is @ translalion of the oaginal auditor’s report in Slovene, issucd on the finsscial statoments and the soses
theret in Slovene. Thas transbatics is provided for reference prarposies only and shall sot be signed.
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V.8
LIST OF EXPLANATORY NOTES
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V.1
INTRODUCTION

The GEN-I Group, for which the consolidated financial statements are prepared, includes the parent com-
pany GEN-I, d.o.o. Ljubljana and the following fully owned subsidiaries:

« GEN-I d.o.0. Beograd

« GEN-I Zagreb d.o.o.

« GEN-I Budapest Kft.

« GEN-I, d.o.o. Sarajevo

« GEN-I DOOEL Skopje

« GEN-I Tirana Sh.p.k.

« GEN-I Athens SMLLC
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V.2
THE GROUP’S FINANCIAL STATEMENTS

V.2.1 CONSOLIDATED BALANCE SHEET

Figures in €

ltems Explanatory note 31 Dec 2008 31 Dec 2007
Property, plant, and equipment 2 307,881 263,152
Intangible assets 1 477,490 308,133
Other investments including derivatives 3 27,201 257,592
Non-current operating receivables and loans 4 50,075 0
Deferred tax assets 11 32,011 19,432
Non-current assets 894,658 848,309
Operating receivables 5 79,283,136 29,713,085
Other investments including derivatives 6 4,325,504 2,499,292
Income tax receivables 0 55,403
Cash and cash equivalents 8 4,603,302 3,972,458
Current assets 88,211,942 36,240,238
Assets 89,106,600 37,088,547
Called-up capital 8,000,000 8,000,000
Legal reserves 488,192 89,064
Retained earnings 10,751,142 3,618,192
Translation reserve -565,820 -30,910
Equity 9 18,673,514 11,676,346
Non-current provisions 10 44,645 36,101
Non-current liabilities 44,645 36,101
Current financial liabilities 12 14,128,821 4,655,000
Current operating liabilities 13 56,259,620 20,721,100
Current liabilities 70,388,441 25,376,100
Total liabilities 70,433,086 25,412,201
Total equity and liabilities 89,106,600 37,088,547
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V.2.2 CONSOLIDATED PROFIT AND LOSS ACCOUNT

Figures in €

Items

Explanatory note

Generated

Generated

from 1 Jan to 31 Dec from 1 Jan to 31 Dec

2008 2007
Sales revenues 17 377,964,839 153,748,230
Other operating revenues 17 184,238 213,363
Cost of goods, materials, and services 18 -360,744,083 -142,075,494
Cost of goods sold -357,949,439 -140,011,871
Cost of materials -130,319 -78,073
Cost of services -2,664,325 -1,985,550
Labor cost 19 -2,459,493 -1,428,301
Depreciation and amortization 20 -236,761 -110,327
Other operating expenses 21 -343,364 -3,642,021
Operating profit or loss 14,365,376 6,705,450
Revenues from investments 78,744 550
Revenues from interest, foreign exchange 733,081 1,427,773
differences, and other financial revenues
Financial revenues from revaluation of 0 1,585
investments
Financial revenues 22 811,825 1,429,908
Expenses for interest, foreign exchange 2,446,706 -3,511,212
differences, and other financial expenses
Impairment of assets -277,142 -2,188
Financial expenses 22 -2,723,848 -3,513,400
Profit or loss from financing -1,912,023 -2,083,492
Profit before tax 12,453,353 4,621,958
Income tax expenses 23 -2,289,504 -942,899
Net profit or loss for the period 9 10,163,849 3,679,059

128



ANNUAL REPORT ACCOUNTING REPORT GEN-I GROUP FOR THE 2008 BUSINESS YEAR

V.2.3 CONSOLIDATED CASH FLOW STATEMENT

Figures in €
Items Generated Generated
from 1 )anto 31 Dec  from 1 Jan to 31 Dec
2008 2007
Cash flows from operating activities
Net profit or loss for the period 10,163,849 3,679,059
Adjustments for: 0 0
Depreciation and amortization 236,761 110,327
Reversal of negative goodwill -10,027 -396
Reversal of write-offs and liabilities write-offs -227 0
Financial revenues -811,825 -1,429,908
Financial expenses 2,446,706 3,513,400
Income tax 2,289,504 942,899
Operating profit before changes in net operating current 14,314,741 6,815,381
assets and taxes
Changes in operating current assets and provisions
Changes in receivables -49,566,783 -18,436,312
Changes in operating liabilities 35,285,604 12,445,344
Changes in provisions 8,544 7,875
Income tax paid -2,246,680 -998,302
Net cash flow from operating activities 2,204,574 -166,014
Cash flow from investing activities
Interest received -7,426,791 520,690
Proceeds from sale of property, plant and equipment, 0 1,139
and intangible assets
Receipts from decrease in loans given 2,500,000
Acquisitions of property, plant and equipment, and -452,038 -429,716
intangible assets
Acquisitions of other investments -23,600 -157,457
Expenses for increasing loans given -4,326,213 -2,139,294
Payment for settlement of derivatives -1,882,349 -2,012,709
Net cash from investing activities -11,610,991 -4,217,347
Cash flows from financing activities
Interest paid 7,873,832 -580,185
Expenses for repaying short-term loans -132,754,669 -66,720,332
Receipts from short-term loans received 142,228,490 71,058,522
Exchange rate differences -273,045 77,968
Change in equity 0 5,686,581
Dividends paid -2,628,199 -1,666,049
Net cash from financing activities 14,446,409 7,856,505
Cash and cash equivalents at the beginning of the period 3,972,458 499,313
Net increase in cash and cash equivalents 630,844 3,473,145
Cash and cash equivalents at the end of the period 4,603,302 3,972,458
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V.2.4 CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Changes in 2007

Figures in €

Events regarding Share capital Share Legal reserve Translation Retained Majority  Total equity

capital premium reserve earnings interest

Balance at 1 Jan 2007 4,172,926  -2,086,463 89,064 0 1,717,106 3,892,633 3,892,633

Net profit or loss for 3,679,061 3,679,061 3,679,061

the period

Total recognized 0 0 0 0 3,679,061 3,679,061 3,679,061

revenues and expenses

Entry of share capital 3,827,074 3,827,074 3,827,074

Entry of share premium 2,086,463 2,086,463 2,086,463

Dividend (shares) -1,666,049 -1,666,049 -1,666,049

payout

Other eliminations 30,910 -111,926  -142,836  -142,836

(decreases) of equity

items

Balance at 31 Dec 2007 8,000,000 0 89,064 -30,910 3,618,192 11,676,346 11,676,346

Changes in 2008

Figures in €

Events regarding capital Share Legal Translation Retained Majority Total
capital reserve reserve earnings interest equity

Balance at 1 Jan 2008 8,000,000 89,064 -30,910 3,618,192 11,676,346 11,676,346

Net profit or loss for the period 260,802 9,903,045 10,163,847 10,163,847

Consolidated foreign exchange -534,434 -534,434 -534,434

differences

Total recognized revenues and 0 260,802 -534,434 9,903,045 9,629,413 9,629,413

expenses

Dividend (shares) payout -2,628,199 -2,628,199 -2,628,199

Other additions (increases) of equity 138,326 -138,326 0 0

items

Other eliminations (decreases) of -476 -3,570 -4,046 -4,046

equity items

Balance at 31 Dec 2008 8,000,000 488,192 565,820 10,751,142 18,673,514 18,673,514
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V.3

APPENDIXES WITH NOTES ON THE CONSOLIDATED FINANCIAL

STATEMENTS

V.3.1 THE REPORTING COMPANY

GEN-I, d.o.o. (hereinafter referred to as: the com-
pany) is a Slovene company with headquarters at
Cesta 4. julija 42, SI-8270 Krsko, Slovenia. The GEN-
| Group’s consolidated financial statements for the
business year that ended on December 31, 2008
include data on the parent company GEN-I, d.o.o.
and its subsidiaries (hereinafter jointly referred to
as: the GEN-I Group).

As the controlling company, GEN-I, d.o.o. is obliged
to produce consolidated financial reports according
to Regulation (EC) No. 1606/2002 of the European
Parliament and the Council, and according to Inter-
national Financial Reporting Standards (hereinafter
referred to as: IFRS).

V.3.2 BASIS OF PREPARATION

(a) Statement of compliance

The consolidated financial reports are prepared in
accordance with International Financial Reporting
Standards (IFRS) and the explanatory notes pub-
lished by the International Accounting Standards
Board (IASB) and adopted by the European Com-
mission. The financial statements were approved by
the company's management on March 17t, 2009.

(b) Measuring basis

The consolidated accounting reports are compiled

on a historical cost basis, except in the following

cases where fair value is used:

« Derivative financial instruments;

« Financial instruments at fair value in the profit and
loss account.

(c) Functional and presentation currency

The consolidated financial statements are expressed
in euro, GEN-I, d.0.0.’s functional currency. All
accounting data presented in euro is rounded off to
the nearest integer.
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(d) Use of estimates and judgments

When preparing financial statements, the company’s
management was required to make judgments,
estimates, and assumptions that affected the ap-
plication of accounting policies and the reported
values of assets, liabilities, revenues, and expenses
in accordance with IFRS.

Estimates and assumptions mainly refer to:

« Estimated useful lives of amortizable assets;
« Asset impairment;

« Employee earnings and provisions.

Because future events and their effects cannot be
predicted with absolute certainty, accounting esti-
mates must be based on assessments. Accounting
estimates can change as a result of events, experi-
ences, additional information, and changes in the
Group’s business environment. Actual results may
vary from estimated values.

The estimates and underlying assumptions are re-
viewed on a continuing basis. They are based on his-
torical experience and various other factors that are
believed to be reasonable under the circumstances,
forming the basis for assessments about carrying
values of assets and liabilities.

V.3.3 SIGNIFICANT ACCOUNTING
POLICIES

Companies of the GEN-I Group consistently ap-
plied the accounting policies described below for
all periods presented in the consolidated financial
statements.

(a) Basis of consolidation

Subsidiaries

Subsidiaries are entities controlled by the Group.
Control exists when the Group has the power to
govern the financial and operating policies of the
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entity so as to derive benefits from its activities. The
Group’s influence is assessed based on the exis-
tence and effect of potential voting rights currently
exercisable or convertible. Financial statements of
subsidiaries are included in the consolidated reports
from the date when control starts to the date it ceas-
es. Accounting policies applied by the subsidiaries
are adjusted to the Group’s accounting policies.

Transactions eliminated on consolidation

Balances and unrealized profits or losses that arise
from transactions within the GEN-I Group were not
included in the consolidated financial reports. Un-
realized profits from transactions with jointly con-
trolled entities are eliminated only to the extent of
the GEN-I Group's share in them. Unrealized losses
are eliminated in the same way as profits, provided
that there is no evidence of impairment.

(b) Foreign currency

Foreign currency transactions

The consolidated financial statements are expressed

in euro, the controlling company's domestic and

reporting currency. ltems referring to individual
subsidiaries included in the Group’s financial state-
ments are measured using the currency of the origi-
nal economic environment in which they operate

(“domestic currency”). The profit or loss and finan-

cial position of the companies that use a currency

different from the Group’s presentation currency are
translated into the reporting currency as follows:

« Assets and liabilities in each balance sheet pre-
sented are translated using the exchange rate of
the European Central Bank (ECB) in effect at the
balance sheet day;

- Revenues and expenses in each profit and loss sta-
tement presented are translated using the average
exchange rate of the European Central Bank;

« Any exchange rate differences are recognized as a
separate component of equity (translation diffe-
rences).

Exchange rate differences arising from translations
of net foreign financial investments, debt, and other
currency instruments selected for hedging these
items are reported as translation differences of con-
solidated equity.

Foreign currency transactions are converted into

the functional currency of the companies within the
Group using the exchange rate in effect at the day
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of their occurrence. Monetary assets and liabilities
denominated in foreign currencies are converted
into the functional currency using the exchange rate
applied at the balance sheet date. Non-monetary
assets and liabilities denominated in foreign curren-
cies and measured at fair value are converted into
the functional currency at the exchange rate applica-
ble on the day their fair value was determined. Posi-
tive or negative exchange differences resulting from
this are recognized in the profit and loss account.

Foreign operations

Assets and liabilities of foreign operations are con-
verted into euro using the exchange rate applicable
at the balance sheet date. Revenues and expenses of
foreign operations are converted into euro using the
average exchange rate. Any resulting exchange rate
differences are recognized directly in equity. Since
January 1, 2004, these differences have been rec-
ognized in the foreign currency translation reserve
(FCTR). If a foreign operation is disposed of (in part
or in full), the relevant amount in the FCTR is trans-
ferred to the profit and loss account.

(c) Financial instruments

Non-derivative financial instruments
Non-derivative financial instruments comprise
investments in capital, operating and other receiv-
ables, cash and cash equivalents, loans received
and given, as well as operating and other liabilities.
Non-derivative financial instruments are initially
recognized at their fair value increased by any costs
directly associated with the transaction.

Cash and cash equivalents include cash in hand
and cash balances. Bank overdrafts repayable on
demand which form an integral part of the Group’s
cash management are included as a component of
monetary assets and their equivalents in the cash
flow statement.

Other non-derivative financial instruments are stat-
ed at repayment cost using the effective interest rate
method, reduced by impairment losses.

Derivative financial instruments
Derivative financial instruments are used to protect
the Group from market and currency risks.

Derivative financial instruments are initially rec-
ognized at fair value; any transaction costs are
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recognized in the profit and loss account. After
initial recognition, derivative financial instruments
are measured at fair value. Any profit or loss arising
from the remeasuring of fair value is recognized in
the profit and loss statement.

To minimize market risks caused by electricity price
fluctuations, the Group uses forward contracts and
a number of different financial trading instruments.
To minimize currency risks, the Group mostly uses
forward currency contracts.

To reduce markets risks arising from electricity
prices and currency risks, the Group uses non-stan-
dardized forward contracts; these are agreements
on the sale or purchase of a basic instrument whose
price is determined at the time of the agreement’s
execution, but with a future effective date. The price
of forward transactions is determined based on the
basic financial instrument. At the time of execution,
the value of the contract equals zero because the
strike price (the agreed settlement price) is equal to
the forward price. Not taking into account the costs
of supply, the value of a non-standardized forward
contract is equal to the difference between the cur-
rent price of a basic instrument at maturity and the
contractual forward price or the agreed settlement
price. The forward price changes during the validity
period of the contract depending on changes in cur-
rent market prices and the remaining duration of the
forward contract.

Standardized forward contracts (futures) are binding
agreements on the purchase or sale of a standard-
ized quantity of well-defined standard quality instru-
ments on a standardized day in the future (standard
specification) at a price determined in the present.
Standardized forms are a prerequisite for exchange
trading. The main advantage of standardized prod-
ucts is the minimization of transaction costs associ-
ated with trading. When such products are used,
there is no need for buyers and sellers to define the
contractual elements of each transaction — they

only need to agree on the price of individual forward
contracts. Contracts are negotiated without the physi-
cal presence of the goods. A standardized forward
contract comes into effect only when registered with
a clearing (settlement) house. This type of contract is
transferable to enable exchange trading and its liquid-
ity is determined by exchange trading volumes. Non-
standardized forward contracts on the other hand are
not liquid because there is hardly any exchange taking
place with these contracts. When trading forward con-
tracts, the Group must deposit a security coverage
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with the clearing house for both sales and purchases.
This deposit includes an initial margin and a variation
margin.

Equity

The Group’s total equity includes called-up capital,
legal reserves, and retained profit or loss from previ-
ous periods.

(d) Plant and equipment

Recognition and measurement

Tangible fixed assets are stated at acquisition value,
reduced by revaluation adjustments. The acquisition
value of assets includes costs that can be directly
attributed to their procurement. Any computer soft-
ware which contributes significantly to the assets’
functionality is capitalized as part of the assets.
Borrowing costs for the purchase or construction

of these assets are recognized in the profit and loss
account at the time of their occurrence.

Parts of tangible fixed assets that have different
useful lives are accounted for as separate fixed asset
items.

Profit or loss from the disposal of tangible fixed
assets is defined as the difference between revenues
from the disposal and the asset's carrying value,
and is recognized in the profit and loss account as
»other operating revenues.

Subsequent costs

Expenses arising from the replacement of parts of
tangible fixed assets are recognized at carrying value
if future economic benefits for the Group associated
with a part are likely to increase and if its acquisition
value can be measured reliably. All other costs (such
as daily maintenance) are recognized as expenses in
the profit and loss account immediately at the time
of their occurrence.

Spare parts

Spare parts and maintenance equipment of lower
value with useful lives of up to one year are clas-
sified as inventory and recognized as costs in the
profit and loss account. Spare parts and equipment
of significant value with estimated useful lives of
more than one year are recognized as tangible fixed
assets.

Depreciation
Depreciation is calculated using the straight-line
depreciation method and is based on the useful life
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of the individual tangible fixed asset. Leased assets
are depreciated over the shorter of the lease term
and their useful lives. Estimated useful lives for the
current and comparative periods are as follows:

« Plant and equipment 2 to 5 years;

« Furniture and built-in equipment 4 to 5 years;

Depreciation methods, useful lives, and other val-
ues are reviewed at the reporting date. Estimates
regarding fixed assets were not revised in the 2008
business year.

(e) Intangible assets

Other intangible assets

Other intangible assets with limited useful lives are
stated at acquisition value, reduced by revaluation
adjustments.

Subsequent costs

Subsequent costs associated with intangible fixed
assets are only capitalized if they increase future
economic benefits arising from the asset to which
the cost is related. All other costs are immediately
recognized as expenses in the profit and loss ac-
count at the time of their occurrence.

Depreciation
Depreciation is calculated using the accelerated
depreciation method starting from the date the as-
set is available for use. Estimated useful lives for the
current and comparative years are as follows:
« Software 2 to 5 years;
« Investments in fixed assets owned by others

1to 5 years;

(f) Asset impairment

Financial assets

The Group assesses the value of financial assets at
the reporting date to determine whether there is any
objective indication of asset impairment. A financial
assets is considered impaired if there is objective
evidence of impairment as a result of one or more
events that led to a decrease in estimated future
cash flows of the financial asset.

Impairment loss associated with the financial asset
stated at repayment cost is measured as the dif-
ference between the asset’s carrying value and the
value of estimated future cash flows, discounted at
the original effective interest rate. Impairment loss
associated with available-for-sale financial assets is
calculated using the current fair value of the asset.
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Receivables that have led to a dispute with the debtor
and are being claimed through court are stated as dis-
puted. Receivables that are not expected to be collected
or are not expected to be collected in a certain period
of time are stated as doubitful. Value adjustments for
these receivables reduce operating expenses.
Impairment estimates of important financial as-
sets are carried out individually. The impairment of
remaining financial assets is estimated collectively
with regard to the assets’ common risk exposure
characteristics.

All impairment losses are reported in the Group’s
profit and loss account for the accounting period.
Impairment losses are derecognized if they can be
objectively associated with events that occurred after
their recognition. Derecognition of the impairment
of financial assets that are stated at repayment cost
is reported in the company’s profit and loss.

Non-financial assets

At each reporting date, the Group reviews the car-
rying value of non-financial assets (except deferred
receivables from tax) to determine if there are any
indications of impairment. If there are any such
indications, the asset’s recoverable value is as-
sessed. The impairment of intangible assets with an
undetermined useful life which are not yet available
for use is reviewed at each reporting date.

The recoverable amount of assets or cash-generat-
ing units is the higher of their value in use or fair
value reduced by costs of sale. In determining the
asset's value in use, estimated future cash flows are
discounted to their carrying value at the pre-tax dis-
count rate that reflects current market assessments
of the temporal value of money and the risks specific
to the asset. In order to test them for impairment,
assets are consolidated into the smallest asset
groups that generate cash inflows.

Employee earnings

Liabilities from short-term employee earnings are
measured on an undiscounted basis and are recog-
nized as expenses as soon as the work performed by
an employee and related to the short-term earning is
completed.

(h) Provisions

Provisions are recognized if the Group has present
legal or constructive obligation as a result of a past
event which can be measured reliably, and it is prob-
able that an outflow of economic benefits will be
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required to settle the obligation. Provisions are de-
termined by discounting expected future cash flows
at a pre-tax rate that reflects current market assess-
ments of the temporal value of money and, where
appropriate, the risks specific to the liability.

Provisions for severance payments and long-service
bonuses

Pursuant to the law, the collective agreement, and
its internal job classification, the Group is obliged to
pay long-service bonuses and severance payments
to employees, and has created long-term provisions
for this purpose. There are no other pension liabili-
ties.

(i) Revenues

Revenues from goods sold

Revenues from goods sold are recognized at the fair
value of payments received or the resulting receiv-
ables, reduced by returns and discounts, by resale,
and quantity discounts. Revenues from sales are
recognized at the moment when risks and benefits
connected with the ownership of assets are trans-
ferred to the buyer, when the payment and the asso-
ciated costs are certain, and when the Group ceases
to have effective control over the goods sold.

Revenues from sale of services

Revenues from sale of services are recognized in the
profit and loss account by reference to the stage of
completion of the transaction at the reporting date.

Commission

If a company within the Group acts as the interme-
diary in a transaction and not as a parent company,
the Group’s net commission is stated as revenue.

Revenues from rents
Revenues from rents are recognized on a straight-
line basis over the term of lease.

(i) Financial revenues and financial expenses

Financial revenues include interest from invest-
ments, dividend revenues, changes in the fair value
of financial assets at fair value reported in the profit
and loss account, positive exchange rate differences,
and profits from hedging instruments reported in
the profit and loss statement. Interest revenues are
recognized at the time of their occurrence, using the
effective interest rate method.
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Financial expenses include borrowing costs, nega-
tive exchange rate differences, changes in the fair
value of derivative financial instruments, and losses
from hedging instruments reported in the profit
and loss statement. Borrowing costs are recognized
in the profit and loss statement using the effective
interest rate method.

(k) Income tax

Income tax on the profit or loss in the business year
includes current and deferred tax. Income tax is rec-
ognized in the profit and loss account except where
it relates to items recognized directly in equity, in
which case it is recognized in equity.

Current tax is the expected tax payable on the tax-
able revenue for the business year, using tax rates
enacted at the reporting date, and any adjustment to
tax payable in respect of previous years.

Deferred tax is disclosed using the balance sheet li-
ability method, which allows for temporary differenc-
es between the carrying value of assets and liabilities
for financial reporting and for taxation purposes.
Deferred tax is measured at the tax rates that are
expected to be applied to the temporary differences
when they reverse, based on the laws that have been
enacted at the reporting date.

A deferred tax receivable is recognized to the extent
that it is probable that future taxable profits will be
available against which the receivable can be uti-
lized. Deferred tax receivables are reduced by the
amount of tax benefits that are not expected to be
realized.

(1) Segment reporting

The Group had no defined geographical or business
segments in 2008.

(m) New standards and interpretations that have
not come into force

Many new standards, amendments, and interpreta-

tions of standards for the business year ended on

December 31, 2008 have not yet come into force

and were not considered in the preparation of the

Group’s financial statements:

o IFRS 8 Operating segments (in effect since January
1%, 2009) introduces the so-called “management
approach” into segment reporting. IFRS 8, which
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will have to be applied to the company's 2009
financial reports, requires identification of opera-
ting segments based on internal reports that are
regularly reviewed by the entity's chief operating
decision maker in order to allocate resources to
the segment and assess its performance. The com-
pany does not currently state segment information
by geographical and business segments.

Revised IAS 23 Borrowing costs (in effect sin-

ce January 1%, 2009). According to this revised
standard, borrowing costs should no longer be
recognized as expenses; the standard requires that
borrowing costs which can be directly attributed

to the acquisition, construction, or production of a
qualifying asset be capitalized as part of the asset's
acquisition value. The revised IAS 23 will have to
be applied to the company's consolidated 2009
financial statements, affecting a change in its acco-
unting policies. The company will apply the revised
IAS 23 to assets for which cost capitalization initi-
ates on the date the change becomes effective or
later.

Amendments to IFRS 2 Share-based payment (in
effect since January 1%, 2009) provides clarification
on vesting conditions and how to account for non-
vesting conditions. Non-vesting conditions must
be reflected in the fair value on grant date; failure
to meet the non-vesting conditions will be treated
as a cancellation. Amendments to IFRS 2 have no
significant effect on the company's operations as it
does not use a share-based benefit system.

o Revised IFRS 3 Business combinations (effective
July 1¢t,2009). The scope of the revised standard
has been modified and the definition of the term
“transaction” widened. The revised standard inclu-
des a number of other changes, such as:

« All payment components transferred by the acqui-
rer are measured and recognized at fair value at
the acquisition date, including contingent amo-
unts.

- Subsequent changes in contingent amounts are
recognized in the profit and loss account.

« Transfer costs excluding share and debt instru-
ment emission costs are classified as expenses on
the day of their occurrence.

« The acquirer may choose to measure any non-con-
trolling share at fair value at the acquisition date
(total value of goodwill) or at its proportionate
share in the fair value of the identifiable assets and

136

liabilities of the acquiree.

« The revised IFRS 3 has no effect on the company's
operations because the company has no shares in
subsidiaries that are affected by this revision.

Amendments to IAS 1 Presentation of financial
statements (in effect since January 1%, 2009). The
revised standard requires information in financial
statements to be aggregated on the basis of sha-
red characteristics and introduces a “statement

of comprehensive income”. Items of income and
expense and components of other comprehensive
income are either presented in a single statement
of comprehensive income (income statement and
all non-owner changes in equity together) or in two
separate statements (a separate income statement
followed by a statement of comprehensive inco-
me). In its 2009 financial statements, the company
will use two separate statements.

Amendments to IAS 27 Consolidated and separate
financial statements (in effect since January 1%,
2009). The main changes include the removal of
the cost method definition from IAS 27; instead,
all dividends from subsidiaries, jointly controlled
companies, or associates are recognized as reve-
nues in the separate financial statements of the
investor when the right to receive dividends is
established. The revised IAS 27 does not have any
effect on the Group because the financial state-
ments reported here are consolidated statements.
Amendments will however affect the separate
financial statements, as dividends will be recogni-
zed before they are paid out.

Revised IAS 27 Consolidated and separate financial
statements (effective July 1%, 2009). In the revised
standard, the term “minority interest” is replaced
with the term “non-controlling interest”, which is
defined as “equity interest in controlled companies
that is not owned, directly or indirectly by the con-
trolling company”. In addition, the revised stan-
dard changes the way non-controlling interests are
treated, the loss of control over the subsidiary, and
the division of profit or loss and total profits be-
tween the controlling and non-controlling interest.
The company has not yet fully analyzed the effects
of this revision.

Amendments to IAS 32 Financial instruments:
Recognition, and IAS 1 Presentation of financial
statements (in effect since January 1%, 2009). The
revision introduces an exception to the principle
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used in IAS 32 to classify instruments as equity;
the amendmends allow certain marketable instru-
ments issued by the company and normally classi-
fied as liability to be classified as equity, but only if
certain conditions are met. These amendments do
not have any effect on the company because it has
never issued marketable instruments.

Amendment to IAS 39 Financial instruments: Re-
cognition and measuring (effective July 1%, 2009).
The revised standard specifies the use of existing
principles which determine whether or not special
forms of cash flow risks or parts of cash flow may
reflect hedge relationships. If they are to reflect
hedge relationships, risks or parts of cash flow
must be measured and recognized separately,
although inflation can only be determined under
limited circumstances. The company has not yet
fully analyzed the effects of this revision.

IFRIC 13 Customer loyalty programs (in effect since
July 1%, 2008) addresses accounting by entities that
implement or take part in customer loyalty programs.
It applies to customer loyalty programs where custo-
mers are granted awards, such as free or discounted
goods or services. It is expected that the Group will
apply IFRIC 13 to its 2009 financial statements.

V.3.4 DETERMINING FAIR VALUE

In accordance with accounting policies of the GEN-
| Group, a measurement of the fair value of both
financial and non-financial assets and liabilities is
necessary in several instances. The fair value of
individual asset groups for accounting and report-
ing purposes was determined using the methods
described further on. Where additional explanations
regarding the assumptions used to determine fair
value are necessary, they are given in the breakdown
of the Group’s individual assets or liabilities.

Tangible fixed assets

The fair value of tangible fixed assets from business
combinations is equal to their market value. The
market value of assets is equal to the estimated
value for which assets, having been appropriately
advertised, could be exchanged on the valuation
date between knowledgeable and willing parties in
an arm’s length transaction. The market value of
plant, equipment, and small tools is based on the
quoted market price of similar objects.
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Intangible assets

The fair value of the Group’s intangible assets is
determined as the present value of projected future
cash flows that are expected to arise from the use or
potential sale of the assets.

Operating and other receivables

The fair value of operating and other receivables is
equal to the realizable value of the individual receiv-
able. In order to determine the realizable value of
operating receivables, the Group ranks its receiv-
ables according to their due date and the number of
days past the due date, based on which it estimates
the probability of future cash flows for individual
receivables.

Operating receivables from subsidiaries and operat-
ing receivables where securities (guarantees, bills of
exchange, etc.) are provided for the entire amount
are considered realizable.

Derivative instruments

The fair value of forward contracts is equal to their
quoted market price on the balance sheet date if the
market price is available. If the market price is not
available, fair value is determined as the difference
between the contractual value of the forward con-
tract and its current bid value, taking into account
the remaining maturity of the contract and the risk-
free interest rate (based on government bonds).

Non-derivative financial liabilities

Fair value for reporting purposes is calculated based
on the present value of future principal and interest
payments, discounted at the market interest rate
applicable at the reporting date.

V.3.5 RISK MANAGEMENT

GEN-I's prudent approach to risk management
helps the Group maintain its high level of opera-
tional quality and is crucial for attaining its business
goals. The use of standard methodology and risk
management procedures enables quality risk assess-
ment, timely responses, and minimum exposure of
the GEN-I Group to major risks. A detailed descrip-
tion of individual risks and the appropriate risk
management procedures is available in the business
report.
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V.3.6 APPENDIXES WITH NOTES

Explanatory note 1: Intangible assets
Figures in €

Intangible assets 31 Dec Portion 31 Dec Portion
2008 (%) 2007 (%)

Long-term deferred operating costs 153,243 32.1 83,749 27.2

Other intangible assets 324,247 67.9 194,954 63.3

Intangible assets under construction 0 0.0 29,430 9.5

and development and advances

Total intangible assets 477,490 100.0 308,133 100.0

Long-term deferred operating costs refer to capitalized costs of investments in tangible fixed assets owned
by others; their carrying value in 2008 increased by 4.9% compared to the year before. The Group’s other
intangible non-current assets include property rights and software. In 2008, their value increased by 4.6%

compared to 2007.

Changes in 2007

Figures in €
Intangible assets Long-term Other Intangible assets Total
deferred intangible assets under construction
operating costs and development
and advances
PURCHASE VALUE
Balance at 1 Jan 2007 543 279,637 0 280,180
Other acquisitions 94,268 32,840 29,430 156,537
Balance at 31 Dec 2007 94,811 312,477 29,430 436,717
ALLOWANCE
Balance at 1 Jan 2007 0 53,422 0 53,422
Amortization expenses 11,062 64,100 0 75,162
Balance at 31 Dec 2007 11,062 117,522 0 128,584
Carrying amount at 1 Jan 2007 543 226,215 0 226,758
Carrying amount at 31 Dec 2007 83,749 194,955 29,430 308,133
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Changes in 2008

Figures in €
Intangible assets Long-term Other Intangible assets Total
deferred  intangible under construction
operating costs assets and development
and advances
PURCHASE VALUE
Balance at 1 Jan 2008 94,810 312,476 29,430 436,716
Other acquisitions 97,402 217,802 0 315,204
Other transfers 0 29,430 -29,430 0
Balance at 31 Dec 2008 192,212 559,708 0 751,920
ALLOWANCE
Balance at 1 Jan 2008 11,061 117,522 0 128,583
Amortization expenses 27,907 117,940 0 145,847
Balance at 31 Dec 2008 38,968 235,462 0 274,431
Carrying amount at 1 Jan 2008 83,749 194,954 29,430 308,133
Carrying amount at 31 Dec 2008 153,244 324,246 0 477,490

Acquisitions that increased the Group’s long-term deferred operating costs include capitalized costs of in-
vestments in tangible fixed assets owned by others, which amounted to EUR 97,402 in 2008. Investments
in other intangible non-current assets increased by EUR 217,802, mainly due to purchases of specialized

software necessary to support electricity sales and trading activities.

Other explanatory notes of intangible assets

Figuresin €

Depreciation / amortization per asset class Generated from 1 Jan to 31 Generated from 1 Jan to 31
Dec 2008 Dec 2007

Non-current deferred operating costs 27,907 11,062

Other intangible assets 117,940 64,100

Total 145,847 75,162

The Group’s intangible fixed assets are depreciated using the accelerated depreciation method.
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Explanatory note 2: Plant and equipment

Figures in €

Property, plant, and equipment 31 Dec Portion 31 Dec Portion
2008 (%) 2007 (%)

Other plant and equipment 307,881 100.0 263,152 100.0

Total property, plant, and equipment 307,881 100.0 263,152 100.0

In 2008, the carrying value of the Group’s other plant and equipment increased by 17% compared to the
year before. Office furniture and equipment accounted for the majority of tangible fixed assets.

Changes in 2007

Figures in €
Property, plant, and equipment Other plant and

equipment Total
PURCHASE VALUE
Balance at 1 Jan 2007 47,025 47,025
Other acquisitions 273,179 273,179
Disposals -3,904 -3,904
Balance at 31 Dec 2007 316,300 316,300
ALLOWANCE
Balance at 1 Jan 2007 20,748 20,748
Disposals -2,765 -2,765
Depreciation expenses 35,165 35,165
Balance at 31 Dec 2007 53,148 53,148
Carrying amount at 1 Jan 2007 26,277 26,277
Carrying amount at 31 Dec 2007 263,152 263,152
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Changes in 2008

Figures in €
Property, plant, and equipment Other plant Property, plant, and Total

and equipment equipment under

construction and in production

PURCHASE VALUE
Balance at 1 Jan 2008 290,405 25,895 316,300
Other acquisitions 162,729 -25,895 136,834
Write-offs -1,307 0 -1,307
Balance at 31 Dec 2008 451,828 0 451,828
ALLOWANCE
Balance at 1 Jan 2008 53,148 0 53,148
Writ-offs -115 0 -115
Depreciation expenses 90,914 0 90,914
Balance at 31 Dec 2008 143,947 0 143,947
Carrying amount at 1 Jan 2008 237,260 25,895 263,155
Carrying amount at 31 Dec 2008 307,881 0 307,881

Acquisitions of other plant and equipment amounted to EUR 162,729 in 2008. Most of the Group’s acqui-
sitions refer to equipment purchased for GEN-I, d.o.o. and its Serbian subsidiary GEN-I d.o.o. Beograd,
including office, computer, and other equipment. All of the tangible fixed assets reported here are owned

by the individual companies and are free from any charges.

Other explanatory notes of plant and equipment

Figuresin €

Depreciation / amortization per asset class 2008 2007
Depreciation of equipment 90,914 35,165
Amortization of intangible assets 145,847 75,162
Total 236,761 110,327

The Group's tangible fixed assets are depreciated using the straight-line depreciation method and its intan-
gible non-current assets are depreciated using the non-linear depreciation method.
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Explanatory note 3: Other investments

Figures in €

Other investments and other financial 31 Dec Portion 31 Dec Portion
investments 2008 (%) 2007 (%)
Other investments 20,000 73.5 0 0.0
Other receivables associated with 7,201 26.5 257,592 100.0
financial assets

Total non-current investments 27,201 100.0 257,592 100.0
Explanatory note 4: Non-current operating receivables

Figures in €

Non-current operating receivables and 31 Dec Portion 31 Dec Portion
loans 2008 (%) 2007 (%)
Operating receivables due from 50,075 100.0 0 0.0
subsidiaries

Total non-current operating receivables 50,075 100.0 0 0.0

Non-current operating receivables include a long-term deposit paid to the electricity exchange operator

Borzen, organizator trga z elektri¢no energijo, d.o.o.

Explanatory note 5: Operating receivables

Figures in €
Operating receivables 31 Dec Portion 31 Dec Portion
2008 (%) 2007 (%)
Operating receivables from customers 60,618,590 76.5 20,114,122 67.7
Interest receivables 65,175 0.1 11,832 0.1
Other operating receivables 14,314,342 18.1 3,672,363 12.4
Advances paid 3,241,029 4.1 755,425 2.5
Short-term deferred costs and/or 495,428 0.6 2,356,179 7.9
expenses
Short-term accrued revenues 548,572 0.6 2,803,164 9.4
Total operating receivables 79,283,136 100.0 29,713,085 100.0

The consolidated operating receivables amounted to EUR 79,283,136, which is 167% more than in the year
before. The most notable increase was recorded in operating receivables from customers, which repre-
sented 76.5% of the Group’s total consolidated operating receivables.

Other operating receivables increased as well, exceeding last year’s receivables by EUR 10,641,979. They

include current receivables from input VAT and current receivables from corporate income tax.
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Another important component of current receivables in terms of consolidated value were current advances
paid, amounting to EUR 3,241,029, which is 4.1 percentage points more than in the previous year.

Impairment of receivables

Figures in €
Impairment of Total outstanding Receivables Receivables 31 Dec 2008
receivables in receivables not yet due due
compliance with 31 Dec 2008 31 Dec2008 Upto 90 91To180 181To360  Over 360
accounting policies

days days days days
Current trade 60,838,640 46,799,188 9,234,072 4,442,341 310,206 52,834
receivables
Other current 14,379,518 14,367,051 12,467
receivables
Current advances 3,241,029 837,512 1,219,189 1,123,500 50,000 10,828
receivables
Total current 78,459,187 62,003,751 10,453,261 5,565,841 360,206 76,129
receivables
Impairment of 220,051 16,634 142,228 60,750 440
receivables
Doubtful and disputed 57,091 23 492 14,187 42,389
receivables
Impairment of 57,091 0 23 492 14,187 42,389
doubtful and disputed
receivables
Total receivables 78,516,278 62,003,751 10,453,284 5566332 374,393 118,518
Total impairment of 277,142 0 16,657 142,720 74,937 42,829

assets

Receivables are impaired if their carrying value exceeds their repayment value. Impairment of receivables
increases the Group’s financial expenses.

In 2008, the Group classified EUR 277,142 of GEN-I, d.o.0.’s receivables as disputed. The Group also initi-
ated court action to collect debt or filed insolvency or liquidation procedures for receivables in the amount
of EUR 57,091 and stated them separately. The remaining disputed receivables refer to outstanding receiv-
ables in the amount of EUR 220,051; because of sufficient material evidence regarding the debtor’s difficult
solvency situation, the Group does not expect to collect these amounts.
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Figures in €
Impairment receivables in Impairment Increase Receivables Impairment
compliance with the group’s of impairment write-off
accounting policies Balance Generated Balance
at 1 Jan 2008 from 1 Jan to 31 Dec 2008 at 31 Dec 2008
Current trade receivables 0 218,201 1,850 220,051
Doubtful and disputed 0 57,091 0 57,091
receivables
Total 0 275,292 1,850 277,142
Figures in €
Current receivables 31 Dec 2008 31 Dec 2007
Gross Allowance Carrying Carrying
amount amount amount
Current trade receivables 60,838,640 -220,051 60,618,589 20,114,122
14,379,517 0 14,379,517 3,684,195
Other current receivables
Current advances receivable 3,241,029 0 3,241,029 755,425
Doubtful and disputed receivables 57,091 -57,091 0
Total 78,516,278 -277,142 78,239,135 24,553,742
Advances
Figures in €
Advances paid 31 Dec 2008 31 Dec 2007
Other advances 3,241,029 755,425
Total advances paid 3,241,029 755,425

The Group’s current advances mainly include advances for current assets and current deposits paid
(cross-border capacity rights auctions, a security deposit for a part of basic trading infrastructure on the
German energy exchange (European Energy Exchange AG), and the Italian electricity exchange (GME — Ge-

store del Mercato Elettrico SpA)).
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Explanatory note 6: Loans and deposits

Figures in €

Loans and deposits 31 Dec Portion 31 Dec Portion
2008 (%) 2007 (%)

Current deposits 1,736,356 41.0 2,402 0.1

Loans granted to others 2,589,148 59.0 2,496,890 99.9

Total current investments and loans 4,325,504 100.0 2,499,292 100.0

On December 31¢, 2008 the Group reported deposits with commercial banks in the amount of EUR
1,736,356 and loans granted to other entities in the amount of EUR 2,589,148.

Figures in €

Changes in loans and deposits Loans to others Current deposits
2008 2007 2008 2007

Opening balance at 1 Jan 2,496,890 359,998 2,402 0

Acquisitions: increases 2,592,258 2,136,892 1,733,955 2,402

Sales: decreases -2,500,000

Balance at 31 Dec 2,589,148 2,496,890 1,736,357 2,402

In 2008, the total amount of loans given and deposits paid by the Group increased by 73%.

Explanatory note 7: Interest and maturity of loans

Figures in €
Loans and deposits 31 Dec 31 Dec 6To 12 Year of maturity Effective
2007 2008 months of the lastinterest rate:
installment fixed
Loans granted to others 1,900,000 2,589,148 2,589,148 2009 6.1710
Loans granted to others 591,180 0 0 0 0.0000
Deposits granted 8,112 1,736,356 1,736,356 2009 1.9000
Total loans granted and deposits 2,499,292 4,325,504 4,325,504 0 0.0000

Loans were granted to other entities at a 6.171% interest rate. The interest rate for deposits was 1.9% in
line with the relevant interest rate policies regarding commercial bank deposits.
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Explanatory note 8: Cash and cash equivalents

Figures in €

Cash and cash equivalents 31 Dec 2008 31 Dec 2007
Bank account balances 4,086,315 3,972,395
Deposits of up to three months 516,310 0
Cash in hand 177 63
Cash and cash equivalents 4,603,302 3,972,458
Total 4,603,302 3,972,458

Cash and cash equivalents include bank account balances, cash in hand, and current deposits with maturi-
ty periods of up to three months.

Explanatory note 9: Equity and reserves

Equity and capital reserves consist of monetary contributions by owners of controlling companies and
amounts that appear during current operations that belong to owners.

Reserves

Figures in €

Reserves 31 Dec 31 Dec
2008 2007

Legal reserves 488,192 89,064

Total 488,192 89,064

From the net profit generated in the business year, the parent company GEN-I, d.o.o. created additional
legal reserves in the amount of EUR 260,802; on December 31, 2008 legal reserves totaled EUR 488,192.

Retained earnings

Figures in €

Retained earnings 31 Dec 31 Dec
2008 2007

Net profit or loss for the period 10,163,849 3,679,061

Retained net profit or loss 587,293 -60,869

Total 10,751,142 3,618,192

In 2008, the Group’s net profit or loss in the accounting period increased by 176.26% compared to the year
before. Its retained net profit in 2008 amounted to EUR 10,751,142.

146



ANNUAL REPORT ACCOUNTING REPORT GEN-I GROUP FOR THE 2008 BUSINESS YEAR

Explanatory note 10: Non-current provisions

Non-current provisions 2007
Figures in €

Provisions

Provisions for severance payments
and long-service bonuses

Total provisions

Balance at 1 Jan 2007
Setting-up of provisions
Balance at 31 Dec 2007

Of which non-current

28,226

7,875
36,101
36,101

28,226

7,875
36,101
36,101

Non-current provisions 2008
Figures in €

Provisions

Provisions for severance payments
and long-service bonuses

Total provisions

Balance at 1 Jan 2008
Setting-up of provisions
Balance at 31 Dec 2008

Of which non-current

36,101

8,544
44,645
44,645

36,101

8,544
44,645
44,645

The Group created provisions for severance payments and long-service bonuses based on the current va-
lue of its liabilities to employees. Provisions for liabilities to employees in the form of severance payments
and long-service bonuses were created based on an actuarial calculation for GEN-I, d.o.o. The discount
interest rate chosen was 7.75% p.a., which was the return on 10-year high-rated bonds in the euro area at
the end of November 2008. Liabilities were calculated using the projected unit credit method.

Assumptions are based on the actual state at the time of the actuarial calculation. Actuarial deficits (sur-
pluses) resulting from severance payments and long-service bonuses were immediately recognized in the
profit and loss account as expenses (revenues). In 2008, the Group created additional provisions in the
amount of EUR 8,544; provisions were not disbursed.
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Explanatory note 11: Deferred taxes

Figures in €
Deferred taxes relating to Receivables Liabilities Net result

2008 2007 2008 2007 2008 2007
Property, plant, and 23,542 12,356 0 0 23,542 12,356
equipment
Provisions for severance 8,469 7,076 0 0 8,469 7,076
payments and long-service
bonuses
Deferred tax assets (liabilities) 32,011 19,432 0 0 32,011 19,432
Net deferred tax assets 32,011 19,432 0 0 32,011 19,432
(liabilities)

Deferred tax receivables include corporate income tax payments that will be reimbursed to the taxable per-
son over future periods in the form of reduced income tax installments. They are the result of temporary
deductible differences and transfers of unused tax losses or tax credit notes to future periods.

All the Group’s deferred tax receivables are recognized in the profit and loss account. In 2008, the Group

increased deferred tax receivables as follows:

« Non-deductible tax provisions in the amount of 50% were created for severance payments and long-ser-
vice bonuses;

« Provisions were created for the depreciation of fixed assets for which depreciation exceeded the amount
deductible for tax purposes.

Figures in €

Changes in temporary differences 31 Dec  Recognized in 31 Dec Recognized in 31 Dec
in the period 2006 profit or loss 2007 profit or loss 2008
Intangible assets 4,806 7,550 12,356 12,579 24,935
Provisions for severance payments 6,492 584 7,076 0 7,076
and long-service bonuses

Total 11,298 8,134 19,432 12,579 32,011
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Explanatory note 12: Current financial liabilities
Figures in €

Current financial liabilities 31 Dec 2008 Portion 31 Dec 2007 Portion

(%) (%)
Loans from banks 14,082,428 99.7 4,655,000 100.0
Other financial liabilities 46,393 0.3 0 0.0
Total current financial liabilities 14,128,821 100.0 4,655,000 100.0

Loans received were initially recognized at their fair value reduced by acquisition costs. At the reporting

date, they were measured at repayment value using the effective interest rate method, taking into account

acquisition costs, discounts, and premiums.

As a result of the Group’s growing scale of operations and expansion to new markets, its current financial

liabilities in 2008 increased by EUR 9,473,821 compared to 2007.

Explanatory note 13: Current operating liabilities
Figuresin €

Current operating liabilities 31 Dec Portion 31 Dec Portion
2008 (%) 2007 %)
Current advances payable 884,072 1.6 74,100 0.4
Current trade payables 42,309,435 75.2 19,129,086 92.3
Current trade payables to subsidiaries 0 0.0 117,116 0.6
Current payables from operations for 535 0.0 264 0.0
third-party account
Current payables to employees 239,422 0.4 130,961 0.6
Current payables to state and other 11,477,603 20.4 635,108 3.1
institutions
Current payables to others 9,046 0.0 55,824 0.3
Current operating liabilities 54,920,113 97.6 20,142,459 97.2
Current interest payables 271,648 0.5 18,732 0.1
Accrued costs and deferred revenue 1,067,859 1.9 559,909 2.7
Current operating liabilities 56,259,620 100.0 20,721,100 100.0

Current advances payable include advances for electricity received from domestic and foreign entities;
these amounted to 1.6% of the Group’s total current operating liabilities.

Current trade payables accounted for the majority of the Group’s current operating liabilities, representing
a 75.2% share in the total current operating liabilities. They mainly include trade payables for electricity

purchases and the associated variable costs.

149



ANNUAL REPORT ACCOUNTING REPORT GEN-I GROUP FOR THE 2008 BUSINESS YEAR

Current payables to employees amounted to 0.4% of the Group’s total current operating liabilities and

include liabilities for December salaries and other employee earnings.

Current payables to state and other institutions also accounted for an important share in the Group’s cur-

rent operating liabilities; they included liabilities for VAT payments, excise duties, and employment-related

liabilities payable by the employer. Payables to state and other institutions represented a 20.4% share in
the total current operating liabilities.

Current interest payables accounted for 0.5% of the Group’s total current operating liabilities.

Accrued costs and deferred revenues mainly refer to accrued costs or expenses arising from differences

between the expected electricity supply and consumption according to schedules and actual realization,

acquisition of green certificates, costs of cross-border capacity rights, and electricity purchases.

Explanatory note 14: Cost and maturity of loans

Figures in €
Loans at the last day after
maturity
U c G
< o
5 2 2 ZE 2 t c
© 9 S 8 [7] 8 8 i?g = g 2 ‘-g 8
gE S .8 Bg .8 ©f ofsfl £3% T B:
53 I §9 S §9 2% of 533 5s
i S o S= Ea S= SE wE LES zE £ Q.c
Loans from € 0 0 2,000,000 2,000,000 0 2009 1M EURIBOR 2,000,000 10 blank
banks (up to 3 +2.25% bills of
months) exchange,
guarantee
Revolving loans € 4,279,711 281,149 3,609,330 0 3,609,330 2009 3M EURIBOR 3,609,330 10 blank
from banks +1.45% bills of
exchange
Revolving loans € 394,020 282,820 8,472,768 0 8,472,768 2009 1M EURIBOR 8,472,768 10 blank
from banks +1.6% bills of
exchange
Loans from € 0 0 330 330 0 2009 negative
banks balance
Total financial 0 4,673,731 563,969 14,082,428 2,000,330 12,082,098 0 14,082,098
liabilities
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Explanatory note 15: Fair values

Figures in €

Fair values 31 Dec 2008 31 Dec 2007
Carrying Fair Carrying Fair
amounts value amounts value

Non-current financial receivables 7,201 7,201 257,592 257,592

Non-current operating receivables 50,075 50,075 0 0

Current deposits 1,736,356 1,736,356 2,402 2,402

Current deposits 2,589,148 2,589,148 2,496,890 2,496,890

Operating receivables 79,283,135 79,283,135 29,713,085 29,713,085

Cash and cash equivalents 4,603,302 4,603,302 3,972,458 3,972,458

Non-current provisions -44,645 -44,645 -36,101 -36,101

Liabilities for loans at variable interest -14,128,821 -14,128,821 -4,655,000 -4,655,000

rates

Current operating liabilities -56,259,620 -56,259,620 -20,721,100 -20,721,100

17,836,131 17,836,131 11,030,226 11,030,226

Explanatory note 16: Contingent liabilities

Figures in €

Contingent liabilities 31 Dec 2008 31 Dec 2007

Guarantees and securities — other 23,882,166 24,264,113

Guarantees and securities — subsidiaries in 1,038,000 4,001,127

Slovenia

Total 24,920,166 28,265,240

In 2008, contingent liabilities for bank guarantees mainly included liabilities for guarantees issued by vari-
ous banks at the request of GEN-I, d.o.0. and its subsidiaries. They included performance and payment

guarantees, such as:

« Performance guarantees (14.9% of all guarantees issued)

« Bid guarantees (70.8% of all guarantees issued)

« Guarantees for the timely payment of goods and services (14.3% of all guarantees issued)

The maximum maturity period of these guarantees is one year; in exceptional cases, they can also be is-

sued for a period of up to two years.
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Explanatory note 17: Revenues

Figures in €
Operating revenues Generated Generated
from 1 Jan to 31 Dec from 1 )Jan to 31 Dec
2008 2007
Revenues from sale of services 440,759 487,336
Revenues from rents 11,238 3,212
Revenue from goods sold 377,512,842 153,257,682
Other operating revenues 184,238 213,363
Total 378,149,077 153,961,593

In 2008, net revenues from goods (mainly electricity) sold amounted to EUR 377,512,842 or 99.83% of the
Group's total net operating revenues. Compared to 2007, revenues from goods sold increased by 146.33%.

The Group generated revenues from sale of services in the amount of EUR 440,759 in 2008, or 9.56% less
than in the year before. The majority of these revenues resulted from the Group’s main activities; that is,
electricity trading and sales.

In 2008, revenues from rents increased by EUR 8,026, rising 249.87% compared to the previous year.

The Group’s other operating revenues in 2008 included the reversal of provisions for cross-border capacity
rights in 2007 and operating revenues from revaluation; they amounted to a total of EUR 184,238, which is

13.65% less than in the year before.

In 2008, the Group’s total operating revenues were EUR 378,149,077, up 145.61% on the previous year.

Figures in €
Other operating revenues Generated Generated
from 1 Janto 31 Dec from 1 Jan to 31 Dec
2008 2007
Reversal of write-offs and liabilities write-offs 227 0
Other operating revenues 184,011 213,363
Total 184,238 213,363
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Figures in €

Revenues generated in Slovenia and Generated in Slovenia Generated abroad Total
abroad Generated from 1 Jan to 31 Dec 2008

Revenues from sale of services 1,986 438,773 440,759
Revenues from rents 11,236 2 11,238
Revenues from goods and materials sold 197,767,727 179,745,115 377,512,842
Total 197,780,949 180,183,890 377,964,839

In 2008, the Group generated EUR 197,780,949 in revenues from the sale of goods and services and rents
in the domestic market, and EUR 180,183,890 in revenues in foreign markets.

Explanatory note 18: Cost of goods, materials, and services

Figuresin €
Cost of goods, materials, and services Generated Generated
from 1 )Jan to 31 Dec from 1 Jan to 31 Dec
2008 2007
Cost of goods and materials sold 357,949,439 140,011,871
Cost of energy 40,291 19,684
Cost of materials and spare parts 24,964 25,820
Office supplies 35,762 25,136
Other material costs 29,302 7,433
Transportation 124,686 383,114
Maintenance 26,967 219,049
Rents 361,043 167,745
Bank charges and other fees 338,501 167,295
Intellectual services 595,188 301,987
Contractual work and student temporary work 160,925 122,496
Advertising, promotion, and public relations 242,544 88,719
Insurance 47,046 9,944
Entertainment 49,377 24,173
Telecommunications 18,081 5,705
Public utility services 1,628 605
Safety 0 80
Cleaning 9,816 6,812
Training 27,075 10,956
Other services 508,478 473,806
Information-technology costs (IT) 152,970 3,064

Total 360,744,083 142,075,494
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The costs of goods sold include electricity purchases and associated costs, and represents 99.23% of the

Group’s total expenses.

The Group’s costs of services mainly include rent paid for company offices, costs of intellectual services,

bank fees, sponsorship costs, and costs of other services.

Figures in €
Cost of auditing services Generated Generated
from 1 Jan to 31 Dec from 1 Jan to 31 Dec
2008 2007
Auditing of the annual report 45,967 11,430
Other cost of auditing 600 1,455
Total 56,567 12,885

Costs of auditing services include costs associated with auditing the Group’s annual report and other au-

diting services.

Figures in €

Minimum lease payments under 2008 2007

irrevocable operating lease

< 1year 49,000 0

>1-<5years 199,440 60,732

Total 248,440 60,732

Explanatory note 19: Labor costs

Figures in €

Labor costs Generated Generated
from 1 Jan to 31 Dec from 1 )Jan to 31 Dec

2008 2007

Wages and salaries 1,947,527 884,537

Social security contribution 287,677 168,351

Other labor costs 224,289 375,413

Total 2,459,493 1,428,301

In 2008, the Group calculated labor costs in line with collective agreements for the electricity sector in

countries where GEN-I, d.o.o0. and its subsidiaries operate, the job classifications used by individual com-

panies within the GEN-I Group, and individual employment contracts.

Wages and salaries amounted to EUR 1,947,527 in 2008, social security contributions to EUR 287,677, and

other labor costs to EUR 224,289.

Labor costs include wages and salaries, social security contributions, additional pension insurance, and

other labor costs (allowances for meal expenses, transportation costs to and from work, annual leave pay,

long-service bonuses, etc.).
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In 2008, total labor costs increased by 72.20% compared to the year before, mainly because of the new
employees that were hired.

Figures in €
Employees benefits 31 Dec 31 Dec
2008 2007
Liabilities based on actuarial calculations 44,645 36,101
Total 44,645 36,101
Explanatory note 20: Depreciation
Figuresin €
Amortization and depreciation Generated Generated
from 1 Jan to 31 Dec from 1 Jan to 31 Dec
2008 2007
Amortization of intangible assets 145,847 75,162
Depreciation of plant and equipment 90,914 35,165
TOTAL 236,761 110,327

The Group’s fixed assets are depreciated individually using the straight-line depreciation method and, in
the case of some intangible fixed assets (investments in fixed assets owned by others, software), using the
accelerated depreciation method.

Depreciation amounted to EUR 236,761 in 2008, which is 114.60% more than in the previous year.

Explanatory note 21: Other operating expenses

Figures in €
Other operating expenses Generated Generated
from 1 Jan to 31 Dec from 1 Jan to 31 Dec
2008 2007
Taxes and charges irrespective of profit or loss 0 17,080
Donations 5,505 11,652
Setting-up of provisions 8,543 7,876
Contributions to political parties, trade unions, etc. 2,000 0
Other operating expenses 327,316 3,605,413

TOTAL 343,364 3,642,021
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Explanatory note 22: Financial revenues and expenses
Figures in €

Profit or loss from financing Generated Generated
from 1 )Jan to 31 Dec from 1 Jan to 31 Dec
2008 2007
Interest revenues 528,769 958,390
Net foreign exchange revenues 283,056 0
Net financial revenues 811,825 958,390
Interest expenses -564,357 -3,020,454
Net foreign exchange loss 0 -19,240
Net change (expenses) in fair value of -1,882,349 0
financial assets through P/L
Impairment of receivables 277,142 -2,188
Net financial expenses -2,723,848 -3,041,882
Profit or loss from financing -1,912,023 -2,083,492

In 2008, the Group’s financial revenues from interest amounted to EUR 528,769 and included revenues
from interest on current loans given to other entities. Net foreign exchange revenues amounted to EUR
283,056.

Financial expenses from interest totaled EUR 564,357 in 2008. The Group’s net expenses from changes in
the fair value of assets stated in the profit and loss (from trading with financial forward contracts) amoun-
ted to EUR 1,882,349.

Write-offs refer to impairments and write-offs of receivables due to customers’ inability to settle their obli-
gations. Based on internal criteria used for individual customers, the Group revaluated receivables from
customers that are not expected to settle their outstanding liabilities due to their difficult solvency situati-
on.

The Group impaired and wrote off operating receivables in the amount of EUR 277,142 or 0.35% of its
total operating receivables.

Explanatory note 23: Taxes

Figures in €

Taxes 2008 2007
Current tax 2,302,083 942,899
Deferred tax -12,579 -8,134
Total 2,289,504 934,765

In 2008, the Group reported corporate income tax in the amount of EUR 2,302,083 and deferred tax receiv-
ables in the amount of EUR 12,579.
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Deferred tax receivables totaling EUR 12,579 include additional provisions for severance payments and
long-service bonuses in the amount of EUR 8,469 and depreciation of intangible fixed assets not recogni-

zed for tax purposes in the amount of EUR 4,110.

Effective tax rate calculation

Figures in €

2008 2007
Gross profit before tax 12,453,353 4,621,958
Applicable tax rate 22 23
Income tax at applicable tax rate, prior to changes 2,739,738 1,063,050
in tax base
Non-deductible expenses 85,170 82,959
Effect of tax rates in foreign jurisdictions -535,404 -203,110
Effective tax rate 18.38% 20.40%
Current and deferred income tax 2,289,504 942,899

Explanatory note 24: Data on groups of persons

Gross earnings in 2007
Figures in €

Data on groups of persons

Management board

Employees under individual
employment agreements

Wages and salaries
Fringe benefits and other remuneration

Total

374,333
13,446
387,779

28,735
144
28,879

Gross earnings in 2008
Figuresin €

Data on groups of persons

Management board

Employees under individual
employment agreements

Wages and salaries
Fringe benefits and other remuneration

Total

204,630
392,845
597,475

175,574
41,773
217,347
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V.3.7 RISK MANAGEMENT

Explanatory note 25: Credit risk
Figures in €

Items 31 Dec 2008 31 Dec 2007
Non-current financial assets 27,201 257,592
Non-current operating receivables 50,075 0
Current receivables 78,173,960 24,541,910
Current interest receivables 65,175 11,832
Current deposits 1,736,356 2,402
Current loans 2,589,148 2,496,890
Cash and cash equivalents 4,603,302 3,972,458
Figuresin €
Receivables Carrying amounts

2008 2007
Domestic 32,646,576 8,485,559
Euro-zone countries 21,451,681 8,097,966
Countries of the former Yugoslavia 6,520,333 30,240
Other regions 0 3,500,357
TOTAL 60,618,590 20,114,122
Figures in €
Receivables Carrying amounts

2008 2007
Wholesale customers 48,104,036 15,475,743
Retail customers 12,514,554 4,638,379
TOTAL 60,618,590 20,114,122
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As already explained in the business report, the
GEN-I Group uses an active approach to managing
credit risks and financial exposure to individual bu-
siness partners. Its approach is based on the consi-
stent application of company bylaws and procedures
for identifying risks and assessing exposure to them,
determining the permissible limits of risk exposure,
and constant monitoring of the company’s exposu-
re to risks in its dealings with individual business
partners. In line with company rules, the risk-ma-
nagement unit analyzes the credit standing of each
new trading partner and large customer that wishes
to purchase electricity from GEN-I. This risk-asses-
sment report serves as a basis for future cooperati-
on, enabling the company to define credit lines for
hedging purposes and offer new partners payment
and delivery conditions adjusted to their particular
risk levels. When monitoring credit risks and daily

Explanatory note 26: Liquidity risk
Figures in €

credit line exposure, the Group divides individual
partners into groups according to their credit-re-
lated characteristics (whether it is a company or a
group of companies, trading partner, end-custo-
mer, or retail customer), geographical position,
industry, age structure and maturity of receivables,
financial difficulties in the past, and any breaches
of contractual obligations based on the estimated
level of risk. In order to minimize risks associated
with partners’ inability to settle outstanding re-
ceivables, the Group pays particular attention to
using the proper financial and legal instruments
when negotiating daily transactions to ensure that
contractual obligations are met. These instruments
are incorporated into contractual relationships with
business partners based on analyses of their credit
standing and relevant risk assessments.

Financial liabilities 2007 Carrying Contractual Upto6 6-12
amount cash flows months Months

Non-derivative financial

liabilities

Secured bank loans 4,655,000 4,673,731 0 4,673,731

Trade and other payables 20,142,460 20,142,460 20,142,460 0

TOTAL 24,797,460 24,816,191 20,142,460 4,673,731

Figures in €

Financial liabilities Carrying Contractual Upto6 6-12

2008 amount cash flows months Months

Non-derivative financial

liabilities

Secured bank loans 14,082,098 14,128,821 14,128,821 0

Trade and other payables 55,191,761 55,191,761 55,181,803 9,958

TOTAL 69,273,859 69,320,582 69,263,901 9,958

The liquidity of the entire GEN-I Group is managed by the parent company, which monitors and plans
short-term solvency and ensures this by coordinating and planning all cash flows within the Group. At the
same time, the company takes into account credit risks associated with possible late payments and poor
payment discipline, which can affect the planning of incoming cash flows and the Group’s investment

activities.

The Group also constantly monitors and optimizes short-term surpluses and shortages of monetary as-
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sets, both at the level of individual companies and the Group level. A liquidity reserve in the form of credit
lines approved by commercial banks, the diversification of financial liabilities, constant adjustment of
maturity periods of liabilities and receivables, and consistent collection of receivables are all factors that
guarantee the Group successful cash-flow management, ensuring its purchasing power and reducing the
level of short-term solvency risks. Thanks to the Group’s active approach to financial markets, its good
performance in the past, and a stable operating cash flow, liquidity risks are within acceptable parameters
and entirely controllable.

The Group’s long-term solvency is ensured by preserving and increasing equity and maintaining a good
financial balance. To achieve this, the Group adjusts its balance sheet structure to match the maturity of its
financial liabilities. As part of liquidity risk management activities in 2009, the management board intends
to further strengthen the Group’s long-term and short-term solvency and include new subsidiaries in the
liquidity monitoring system.

Explanatory note 27: Currency risk

Figures in €

Receivables, payables Eur Hrk Mkd Bam Rsd Huf
31 Dec 2007

Trade receivables 16,601,457 108,459 0 0 3,404,206 0

Secured bank loans -4,655,000 0 0 0 0 0

Trade payables -15,466,016  -811,948 0 0 -2,967,445 -793

Gross balance sheet exposure -3,519,559  -703,489 0 0 436,761 -793

Figures in €

Receivables, payables Eur Hrk Mkd Bam Rsd Huf
31 Dec 2008

Trade receivables 51,246,839 8,305 0 0 7,507,567 1,855,878

Secured bank loans -14,082,098 0 0 0 0 0

Trade payables -31,820,753  -945,650 -860 -897 -4,134,592 -5,406,682

Gross balance sheet exposure 5,343,988 -937,345 -860 -897 3,372,975 -3,550,805
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In markets outside the euro area, the GEN-I Group is actively involved in establishing an appropriate infra-
structure for foreign currency transactions and implementing a number of currency-hedging mechanisms,
including forward contracts and currency clauses.

The GEN-I Group is exposed to currency risks when evaluating trading and sales volumes of electricity
and cross-border capacity rights, loans, and equity held in foreign subsidiaries. Considering the scale of its
operations, the Group is exposed to currency risks associated with the Hungarian forint (HUF), Serbian
dinar (RSD), Croatian kuna (HRK), Bosnia and Herzegovina convertible mark (BAM), and Macedonian
denar (MKD).

Currency risks are minimized by linking selling prices of goods to the currency used by the sources that
finance the purchase of these goods. To a certain extent, currency risks between subsidiaries are “natu-
rally” reduced because a part of the expected inflows from individual companies is covered by the expected
outflows in the same currency. If necessary, the Group also uses derivative financial instruments hedged
with a number of forward currency contracts.

Explanatory note 28: Interest risk

Figuresin €
Financial instruments Carrying amounts

2008 2007
Fixed rate instruments
Financial assets 2,500,000 2,491,180
Variable rate instruments
Financial liabilities 14,082,428 4,673,731

The Group manages interest risks by constantly evaluating risk exposure and the possible effects of
changed reference interest rates (the variable part) on its expenses from financing activities. The Group
also monitors its loan portfolio, which can be affected by a change in applicable interest rates. As part of
its risk management activities, the Group monitors interest rate changes in the domestic and foreign mar-
kets and derivative financial instruments markets. The purpose of the Group’s ongoing monitoring activi-
ties and analyses is to suggest timely protective measures by balancing assets and liabilities in its balance
sheet.
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V.4
EVENTS AFTER THE BALANCE SHEET DATE

The following important event occurred after the balance sheet date:

on June 30", 2008 a procedure was initiated to increase the equity of GEN-I d.o.0. Beograd based on a
decision of the management board and entry into the “Serbian Business Registers Agency.” This procedure
involves a simplified increase of equity by rearranging the company’s other equity categories.

The company transferred unallocated net profits from the previous year to its equity, converting it into euro
at the mean exchange rate of the National Bank of Serbia on June 30%, 2008.

Because the procedure for the equity increase was not yet completed on the reporting date/balance sheet
date (December 31, 2008), the increase was not included in the balance sheet.

The company management believes that this is a very useful measure that will improve the company’s
credit standing and increase its financial stability. The subscription of equity in euro will help GEN-I d.o.o.

Beograd ensure the stability of its equity and enable GEN-I, d.o.o. to preserve the value of its investment.

The equity increase procedure and subscription of the company’s equity in euro is expected to be com-
pleted in the first half of 2009.
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V.5
STATEMENT BY THE MANAGEMENT BOARD

The management board hereby certifies that this annual report and all of its components were prepared
and published in accordance with the Companies Act and the International Financial Reporting Standards.

The management certifies the consolidated financial statements of the GEN-I Group for the business year
that ended on December 31, 2008 and the appendixes with notes on the consolidated financial state-
ments from page 10 of the accounting report onwards.

The management board certifies that all relevant accounting principles were consistently used in drafting
the consolidated financial statements of the GEN-I Group. Accounting estimates were prepared according
to principles of prudence and due diligence. The management board also certifies that this annual report
provides a fair and true account of the assets of the GEN-I Group and its performance in 2008.

The consolidated financial statements with notes were prepared on a going concern basis and in line with

the relevant legislation and International Financial Reporting Standards.

Martin Nov3ak Robert Golob, PhD
Vice President of the Management Board President of the Management Board

{4) 4

Krgko, March 17t 2009
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V.6

CERTIFIED AUDITOR’S REPORT

164

Independent Auditor’s Report

To the Shareholders of GEN-I, trgovanje in prodaja elektriéne energije, d.o.o.

We have audited the accompanying consolidated financial sttements of the GEN-I Group which
comprise the consolidated balance sheet as at 31 December 2008, the consolidated income statement, the
consolidated staternent of changes i equity, the consolidated cash flow statement for the year then ended,
and a summary of significam accounting pelicies and olher explanatory notes.

Management's responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements prepared in accordance with Intermational Financial Reporting Standards, as adopied by the
European Union. This responsibility includes: designing, implementing and mainiaining internal control
refevant 1o the preparution and fair presentation of financial statements that are free from material
misstaternent, whether due o fraud or error; selecting and applying appropriate accounting policies; and
muaking acoounting estimates that are reasonable in the circumstances,

Aunditor's responsibility

Ohur responsibility is to express an opinion on these consalidated Mnancial staternents based on our audit.
Wi conducted our audit in accondance with International Standards on Auditing. These standards require
that we comply with ethical requirements and plan and perform the sudit to obiain reasonable assurance
whether the financial statements are free from material misstaternent.

An sudit involves procedures to obtain audit evidence about the amounts and disclosures in the fimancial
statements, The procedures selected depend on the muditor’s judgment, including the assessment of the
risks of misstaiemenis of the financial slatements, whether due 1o frawd of emmor. In making those risk
assessments, the awditor considers intemnal control relevant to the entity’s preparation and  fair
presentation of the financial statements in order to design audit procedures that are appropriate i the
circumstances, bui not for the purpose of expressing an opinion on the effectiveness of the entity's
intemnal control. An awdit also mehudes evaluating the appropriatencss of accounting policies used and the
reasonnbleness of acoounting estimates made by mansgement, as well as evaluating the overall
preseatation of the financial statements.

We belicve that the audit evidence we have obained is sufficient and appropriate to provide a basas for
our audit opinion,

Opinion

In our opinion, the consolidated financial statemenis present fairly, i all matenal respects, the financial
position of the Group as at 31 December 2008, its financial performance and its cash flows for the year
then ended in accordance with the Imemational Financial Reporting Standards as adopted by the
European Union.

Report on other legal and regulatory requirements

As required by the Slovenian Companies Act we herewith confirm that the information in the
managemenl report is in conformity with the accompanying financial statements.

KPMG SLOVENLIA,
padjetje wa revidiranje, do.o,
Irena Urdid, B.Sc.Ec. Marjan Mahnic, B.Sc.Ex.
Certiffed Auditor Certified Auditor
Pariner

Ljubljana, 24 March 2009
KPMG Siovenija, d.o.g
a

This seditor’s report is a translation of the oniginal sudinoe"s repon in Slovene, baoed on the financial salements s the notes
thereta in Slovesse. This translatson w previded fof reference purposes oaly and shall not be signed.
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F: +386 (0)1 58 96 439
E: info@gen-i.si

GEN-I Tirana Sh.p.k

Ish-Noli Business Center, Rruga

Ismail Qemali, nr. 27
Tirana

T: +386 (0)1 58 96 400
F: +386 (0)1 58 96 439
E: info@gen-i.si

GEN-I, d.o.o0., Sarajevo

Ul. Hamdije Kre3evljakovi¢a br. 7

71000 Sarajevo
T: +386 (0)1 58 96 400
F: +386 (0)1 58 96 439
E: info@gen-i.si

GEN-I Athens SMLLC
47 Acropoleos street
12131 Peristeri, Athens
T: +386 (0)1 58 96 400
F: +386 (0)158 96 439
E: info@gen-i.si
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